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N"27S"—- Copy of the National Petroleum Mews under 
date of May 10th, 1939, showing pos ted 
field prices on crude for Turner Valley, 
as of that date. 7604 » 


W274"= Copy of the Oil and Gas Journal under date 
of June loth, 1938, containing an article 
under the heading of “*Gomparison of Assets, 
Liabilities, Current position, Capital 
and earnings of Major Oil Companies in 1938, 
filed by the witness Plotkins. T6766 
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10:30 A. M. Session. 
24th May, 19239. 
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THE CHAIRMAN: Gentlemen, we have had requests 
for the delivery out of Exhibit "139", "Financial Examina- 
tions", by Thornton, for Exhibit "20", "Report on Natural 
Gas Reserves", by Stanley J. Davies, and the book 
"Accounting for the Petroleum Industry" by Morland and 
MeKee, Exhibit "201", which«was, put in by Mr. Plotkins, 

I suppose there is no objection to those being returned. 
MR. FRAWOEY: No'", I presume everything excens 
the text books were copied in the volumes of the Exhibits, 


Mr. Reporter? 


THE REPORTER: Yes. 
MR. NOLAN: IT have no objection. 
THE CHAIRMAN: Then tie Order wildy go.) Mr. 


Plotkins already has his. 

Meee P LOTKINS: LT Will) return it if necessary, 
THE CHAIRMAN: Unless called for you do not 
need to, we are just making a similar order with respect 
to these other twc but I wanted to include the mention of 
yours so that it would appear on the record what had become 
Conve Toni bite Ale rent, Hr. Plotkins. 

MAR PLOPKINS : I would ask the Chairman if it 
might be better to have Mr. Mayland go on the stand this 
morning. I see he is here and his tine is very valuable 
and it may be harder to get him some other time. I nave 
not asked him to go on the stand but I presume he is ready 
and — think his views on some of these matters would be 
of great value. 

MR. FRAY: You mean, Mr. Plotkins suggests 


we interrupt his evidence. 
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MR. PLOTINS: Yes. 
ifR. FRAWLEY: I would like to speak to “ir. 


Mayland and we would be very glad to have his evidence 


Guunegse matters. ~All right; gir. Mey lend. 


SFO OOO By OO SONS ie) le" Oe) ae iS 16) ae ie 


ALBERT HENRY MAYLAND, having been first duly 
Sworn, examined by Mr. Frawley, said: 
Mr. “:ayland, we had better have some evidence on the record 
as to what your position is in Turner Valley, you are 
interested in production in Turner Valley? 
Tes. 
By reason of what companies? 
The Mercury Company and the Miracle Company. 
fue Mercury Cils Limited? 
Yes. 
And Miracle Oils Limited? 
Yes. 
Any other »nroducing companies that you are interesteé in? 
Well, I have some royalties. 
But of the companies----- 
That is the companies which we are handling. 
The companies? 
Mercury Royalties. 
Mercury Royalties Limited? 
Yes. 
Is thet company a producer of crude? 
Yes. 
and you have an interest inunee? 
Yes. 


Any other companies interested in the production of crude, 
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crude oil or crude naphtha? 

Ro loo, not think ‘So. 

Then you are also interested in the manufacture of 
absorption gasoline? 

Yes. 

THE CHAT RIAN: rs Ereyiey in Calling: Mir. 
Mayland out of the blue, so to speak? 

MR. FRALEY: Yes. 

THA CHATRMAN : T just want: to make it clear’, 
since Mr. Meheffy appeared for Mr. Mayland before, if 

Mr. i:ayland desires to have him here he should have the 
Opportunity to get hin. 

MR. FRAWLEY: Yes), .tadeed: 

WI INSSS : WOLD as rund Ci SVEN ERG a tens 
Jacu cove .ascked On this crude price. I do not want to 

a into the absorption or anything like that. 

MR. FRAWLEY: No. “ss.e8 matter: of Tect.. 2 
think I should say right now for the record, and Mr. 
Mayland will understand me, that I do not like the idea 
just of Mr. Plotkins getting up from the floor without 
giving me any intimation at all and stating that Mr. 
Mayland is here to give evidence, Presumably he knowing 
about it and almost saying in language that Mr. Mayland 

is his witness. I would be very glad to get llr. Mayland's 
evidence, and be very glad to have a talk with him and 
make notes as to what he can say on these questions. 

I will take that now and let it pass but I certainly 

would like Mr. Plotkins to understand, and I am sure 
anyone else, that when there is evidence I should be given 


some information of it, so that there may be some 
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preparation for the giving of it, all for the proper 
expedition of this Commission's work. 

THE CHAIRMAN: Yes. 

MR. FRAWLEY: We are only discussing now, 
Mr. Mayland, one aspect of our work abd that is the value 
of crude in Turner Valley and the analysis of the present 
posted field price and the considerations which should go 
into the matter of fixing the price, and insofar as your 
company is concerned or any of your companies, have you 
any submission to make, as I understand you have, with 
rezerd) to, perhaps, the larger matter): the question of 
the price of crude, the question of manufacturing----- 
Yes: 

I understand Mr. Mahaffy is preparing something on that? 
Yes. 

So there is no question, is there any question of Mr. 
Mahaffy being here this morning? 

No, I did not know anything about it, that I was to be 
called, but we were just speaking about the price of 
crude and I gave my definition of it in Edmonton and 

Mr. Plotkins wanted to know if I still felt that way and 
pale Coie Hie hs Sieve ge te he 

THE CHAIRMAN: There is no objection at all, 

tT merely wanted you to know if for any reason you wanted 
your lawyer here you covld have him, that you didn't have 
to go on without him? 

Yes, thanks. 

So long as you are content, we can proceed? 


Yes. 


MR. FRALEY: Then that is all we are discussing 


A. H. Mayland. ~7601- 


this morning but, perhaps, for the record we might have 
who you are, Mr. Mayland? 

A Yes’. 
So I will continue, you are also interested in the pro- 
duction and manufacture of absorption gasoline through 
the instrumentality of the Gas & Oil Froducts? 

A Yes). 
In which you have a substantial interest? 

A Xe. Je also have a skimming plant in which we run crude 
and we are also interested in drilling quite a few more wells. 

Q Now, you have also a skimming plant which you operate in 
conjunction with your absorption plant? 

at Yes. 
THE CHAIRMAN: Well, would you mind going a 
little Slowly, please, until we get the »relimineries, 
gasoline, you said you were interested in that through a 


company called The Gas & Oil Products Timited? 


A Yes. 

2 THE CHAIRMAN: That company manufactures gasoline? 
A Yes. 

Q MR. FRAWLEY: Manufactures gasoline? 

da We are also putting in a cracking plant right now. 

Q MR. FRAVIEY: Let us go a little more slowly 


and the witness has said, Mr. Chairman, that he is 

also interested through the instrumentality of the same 
company, The Gas & Oil Products, in the refining of erude 
oil in a skimming plant, which skimming plant is operated 
in conjunction with the absorption plant, by Gas & Oil 
Products Limited; now, you say, Mr. Mayland, that Gas & 


Oil Products Limited is also engaged at the moment in the 
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building of a cracking unit to supplement the refining 
operations being carried on there at the absorption plant? 
Yes. 

Do you expect to have the cracking plant in operation for 
any part of this year's business? 


About the first of august. 


THs CHAIRMAN: That is the same company? 
MR. FRALEY: The same company, The Gas & Oil 


Products jiimited? 


Yes. 

THE CHATRIAN: You mentioned an absorption plant? 
MWR. FRAWLEY: I mentioned thet first. 

THE CHATRMAN: That is the plant which you say 


you associate the manufacture of séesoline with? 

MR. FRANIE Ys: The manufacture of gasoline, 

the manufacture of absorption gasoline, and the witness 
Passaic fe 18 also: interested in the refining of erude oud, 


the manufacture uf gasoline from crude oil in qe xnjunection---- 


THE CHATRMaN: Through the medium of a skimming 
plant? 

PR. FRAWLEY: Yes. 

TES CHAIRMAN: All right then. 

MR. FRAWLEY: Then you say you are interested 


in the drilling of wells? 

Yes. 

Of further wells? 

Yes. 

Tell us some more about that, Mr. Mayland? 
Well, we are drilling Scottish Pete? 


When you say "we", through some company? 
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Well, it is not a company, it is two or three different 
parties who have bought the royalties, butt eontrom ty, 
You have a controlling interest in the operation, in the 
drilling operation of the Scottish Petroleum well? 

Yes; we have contracts on the Winalta ror their production, 
also a big interest in it and also in Calwin. 

Calwin? 

Yes. 

Those are all in the crude area? 

Yes; we also have a verbal contract on a couple of more 
wells, the Harris 2, and the =ast Crest well. 

Now, am I to gather that you contemplate receiving the 
production from all of those wells you have mentionedt 
Yes, it is arranged for. 

THE CHAIRMAN: That would apply to the Scottish 
Petroleum too? 

Yes. 

The Scottish Petroleum, Winalta, Harris 2, Calwin? 

And East Crest 4. 

Now, that is the extent of your interest then, is it, in 
Turner Valley? 

Yes; now, I have royalties on several of different wells. 
Now, we have had evidence here to-day at this Commission 
that the posted field price for crude oil in the Turner 
Valley is, as was posted on the first of September, the - 
5th of January, 1938, rather, and I think, Mr. Chairman, 
that we should supplement these two Exhibits, Exhibits 
"271" and"272", with, well, we have it in another form, 


of course, in the copy of the "National Petroleum News." 


teat ay: Ee sian 


C=L 


THE CHAIRMAN: “@ were going to set that up 
to date. 
MR. FRAWLEY: Yes, we have one this morning. 


ith ink} Sir, S80 we will have it before us, I will file 
this latest, the most recent copy, of the 10th of May, 
1939, of the "National Petroleum News." 
(COPY OF "NATIONAL PETROLEUM 
NEWS", under date of 10th 


May, 1939, here marked as 
Exhibit "273". ) 


THE CHAIRMAN: Exhibit "273" is what now? 
MR. FRAWLEY: It is the "National Petroleum 


News" for the 10th of May, 1939, and. we will use it now. 
THE CHsaIRMaN: fre the figures given there, 


do they correspond with what was read into the record 


yesterday? 
MR. FRAWLEY: Yes, I want to find the Canadian 
market. Here they are. The posted field price on 


erude to-day, Mr. Mayland, for what we are told is the 
refinery run, namely, 4560 43.9 APs, Ley 2S Chee were. 
the posted field price on 48 to 48.9 gravity is $1.30; 

I call your attention to the posting of 48 gravity because 
the Imperial's caleulations in breaking down the posted 
field price and explaining it were the A. P. I., the 
gravity of 48 was used, and, after all, it doesn't matter 
which one is used, one is as good as the other, but you 
might keep those two figures in mind; now, what have 

you to say about that posted price, what are your commerts 
on that posted price? 

THE CHATRMAN: What is the price? 

MR. FRAYIEY: $1.20 for 43 to 43.9, and $1.30 


hor 40 to 48.97 
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Well, in the first place, it is impossible to buy crude 
oil in Turner Valley at that price and manufacture and 
show a living profit on what the major companies sell 

ord structure gasoline for, that is one thing. 

Let us be clear about that, it is impossible to pay these 
Pricss, wie posted prices for Turner Valley crude,’ and 
manufacture it into 45rd structure gasoline? 

Yes. 

And sell it and make a profit by selling it at that price? 
4nd give the public a good 3rd structure gasoline. 

Yes? 

Blend it with enough casing-head to make it a good 3rd 
structure. 

To make a good 3rd structure gasoline and sell it at the 
Imperial's prices for 3rd structure gasoline? 

Yes. 

Now, I will put this into the record so thet we may have 
it before us in this discussion, the posted price, the 
wholesale price of 3rd structure gasoline in Calgary is 

14 less 1.5, or 12% cents a gallon, now, is that the 

price you are referring to when you say it is impossible 
to make a profit? 

Welty it must be because, I will aie tan all I know about 
this is my monthly sheet, and when it does not show any 
profit I know there is something wrong between the buying 
and the selling, and I get after my men and I say "Well, 
now, what is wrong here?" 

You say between the buying and the selling? 

Yes: if there is no margin there,there is nothing else you 
can lay it to unless it is overhead, at those prices. 


Yes? 
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There are three things; there is the buying price, the 
selling price, and the overhead. 

Yes? 

Well, now, there is something wrong if the sheet don't 
show any profit and our sheets are not showing any profits. 
So there is something wrong in either the buying price Dit 
Or the selling price. 

The Selling orice or the spread in between? 

Yes. 

Which is everything, manufacturing cost and overhead, 

as you say, and all? 

Yes. 

Now, have you come to any conclusion as to where there is 
something wrong? 

Well, the only, thing I can decide on is the selling price. 
mae selling price? 

Yes. The price we have got to sell it for, that is what 
my men tell me when I get after them and show them the 
sheets. 

Now, we can give you your shectts, your companies! prices 
are shown in Exhibits "261" and "262" that Mr. Scrimgeour 
put in the other day, and at Calgary the price on Purity 
gasoline is 13 cents and on tractor gésoline 135 cents, 

on tractor kerosene 12 cents; now, thase are the prices 
you have in mind? 

Yes. 

And you say that selling your $rd structure gasoline and 
your tractor gasoline and your tractor kerosene at 13 cents, 
13 cents and 12 cents respectively, do not enable you to 


make a profit? 
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Well, I think there is wholesale prices on the big scale 
where there are discounts allowed, I understand, through 
the country where there have to be sales met that makes 
these prices different, I think, I am not----- 

Makes, well, those are your prices? 

Yes. 

And you have to meet the major companies! prices at certain 
points, you mean? 

Yes. 

Well, take Calgary now, because there is no price in the 
Calgary area lower than Calgary? 

No. 

Take Calgary, which is 124, your price apparently is 13 
cents on Purity gasoline, which would compare with the 
Imperial's Acto, I suppose? 

Yes. 

You say you have to meet their 124 cents? 

Yes. 

At Calgary? 

Yes, and I think there are lower prices than that got 

to be met. 

Lower prices than that? 

Yes. 

I suppose your sales department can speak in more detail 
about that? 

Yes, yes, I cannot speak on that. 

Well, that is the difficulty, Mr. Jones would have to speak 
about that; you think, however, from the information that 
you have got from your officers that it is the selling 


price which is wrong, the selling price of the product? 
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it certainly is. 

It is too low? 

It has been going down ever since we started in, I 

forget what the price of it was then, but it was considerably 
higher. 

That is something which we will have to discuss in great 
detail when we get into marketing proper? 

Yes. 

But do you relate that in any way to the price of crude, 
you do not think the price of crude is too high? 

My idea of crude is that if we had a price, the same on 
crude that you have on flour, wheat or anything else, you 
could go out and meet your opposition, and you could cover 
more territory. Now, I feel that we should cover 
saskatchewan and Manitoba and a great part of British 
Columbia. 

With the products from Turner Valley crude? 

With Turner Valley crude, cither the products or the crude. 
Yes? 

If that was done, if that was allowed,and the only way it 
can be allowed is through price, the only way you can meet 
competition is vy orice, is it not; well, that is the 
only way that we ean cover those territories. [If that 

had been done there would have been no need of all this 
enormous expense that has been thrown on to the Government 
with the Board because we would have had plenty of sale 
for our products and could have got rid of them; if the 
tying-in of this field and not allowing it to produce and 
narrowing down our markets, it is that that has caused all 


this expense and will continue to cause it. 
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Q When you say "Board" you mean the Conservation Board? | 
Yet | \/ 
THE CHAIRMaN : You may as well say which Board. //\ 
MR. FRAWLEY: ee a 
Q MR. FRAWLEY : Well, now, youifeel that there 


has been some restriction of market by the Cohservation 
Board? 
A Oh, there is no question about that. 
Q How has that been brought about, I don't altogether follow 
that. 
MAJOR LIPSETT: Do you mean restriction of the 
market was brought about by the Board? 
MR. FRALEY: That is what I was asking him. 
A Yes. 
You say the restriction cf the market has been brought 
about by the Conservation Board? 
A Yes. 
Just explain that? 
A Well, for ourselves we have been, we had quite a few 
customers in Saskatchewan, we were compelled to turn them 


over to the major companies and let them supply them. 


Q With crude oil? 

os Yes. 

0 Now, why? 

oe Because we couldn't produce it, we didn't have it. 

Q Oh, you couldn't produce it? 

A No, and the independent companies were not allowed to 
produce it; we undertook to produce it and the Government 
shut down our well and would not let us produce at all. 

Q Let us take one step at a time, your individual markets 


were restricted? 
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But the markets were served by the whole Turner Valley 
field in some fashion, they got their crude from Turner 
Valley? 

Yes, they did; some of them went to Montana ana would not 
buy, the Bishopric Refinery south of Moose Jaw, they 
quit this Valley entirely and went to Montana and bought. 
are there any others, I have heard about the Bishopric, 
are there d4ny others? 

We shipped some ourselves into Yorkton, from Montana. 
When, this year? 

Last year. 

Very much? 

No, not very much, just a little. 

Yorkton has otherwise been supplied from Turner Valley? 
Yes. 

And is being supplied this year from Turner Valley? 

Yes, but why should we have to turn our business over 

to the major companies? 

That is the next step now, I just wanted, first, to get 
it clear, that the Turner Valley field as a whole through 
some company, serves pretty well, pretty completely | 
Saskatchewan and Alberta, now, doesn't it, so far as you 
know? 

Oh, no, I think there is a great deal coming in from 
Montana, into Saskatcrewan, is there not? 

Orveruce o117 

Well, I would not say crude. 


Perhaps of gasoline? 


Yes. 
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Q 


There is a question of some gasoline competing, Pwrtadinic 
my understanding was, and I think that is the evidence, 
and I want to know what you think about it, that the 
Turner Valley field in some way supplies Alberta 

and Saskatchewan pretty completely, the Saskatchewan 

and Alberta refineries? 

Well, they supply them in this way, they supply them at a 
price that prohibits tnem from meeting the competition 
from the south; they come in with their manufactured 
goods and the people that buy the crude oil from the 


Alberta field cannot meet that price. 


(Page 7612 follows.) 
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q Phe Saskatchewan refiner that uses Turner Valley crude 
cannot compete with the refined products from Montana? 

4 Yes. 

Q Now do you know of that, are there some instances of 
tha t% 

A Everybody knows it, it is an open thing because if they 
could they Would shut them out. The only way they can 
brihg stuff up from Montzna and sell it is to make a 
profit is it not’ These truckers aren't working for 
nothing. 

9 That is true? 

A if they bring it i ahd sell it they are certainly 
making a profits They ate selling it uAder vhat it 
could be manufectured ih Saskatchewan for by buying 
Turner Valley crude. 

Q You do not know the extent of that movement do you‘ 

A No, I do not. 

Q Yell, we will be interested in finding out. 

4 That can be easily found out how much comes in. 

M:-. EOLAN: we have a record of that. 
That is all here. 

Was FRATAaY: | 1938. 

fe OLS WN: ell this is only 1939. 
Dita tas oy: Let us stop and discuss 

it then. If I had that exhibit I might esk Mr. Mayland 
about it but we will have to bring that to the attention 
of the Cumnission. | 
Me NOLAN: I do not think the exhibit 
will help Mr. l@yland. He docs not know the quantities? 

4 No. 
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it was. If it is only just the grand total for the 

year 1938 of the gasoline imported that would not help, 
I guite agree. So probably we had better pass from 
that. You say there is some gesoline being impurted 

and you say it is beagause the saskatchewen refiner 

its paying the posted prices for this Turner Valley crude 
he cannot shut out this gasoline from Mont:na? 

That must be it, and with Alberts the same too. 

Take Alberta, because we have a very notorious instence 
of that, the Texas Company brings in quite a lot of 
Mentana gasoline. “hat are your views on that situation? 
Just exactly the same. 

Is that because the Alberta refiner is paying tno much 
for his crude and cannot shut it out? 

It must be. They could bring it in auyhow at a Less and 
they make that much more money off it. 

Sscppose the Texas Company might decide to bring it in 
no matter how much money they were losing?’ 

You could not shut them out. But these little peddlers 
as we call them, the truckers that is coming in, they 
are not going to come in unless they can make a profit. 
Oh yes, they are not like the Texas Company. Tney 

must be only coming in ata profit’ 

iGo: HOt think we could shut the Texas people out. 

MR. NOLAN: PO ros “Gk: Gat blag 

has been proved before the Commission that the Texas 
Company is operating at a loss, because whether they 

are opere ting at a loss or not vill depend on tho whole 
Survey of their entire operations, from their production 
right down to the laid down cost of the gasoline here. 


foe is right is it not? 
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MR. FRAWLEY: Well I will just keep 

an open mind about that. In any event I am only just 
putting to you that if they are, that is all I am saying 
of course at the moment, if they were content to come in 
here, bound and determined to come in, no matter whether 
it was profitable or not profitable, then the Alberta 
refiner could not do much about it with the price of 
erude?t 

No. 

He would be foolish to put down the price of erude and 
keep doing that kind of thing’ 

Oh no. 

Is that Montana gasoline - I do not want to get back into 
something that is not germane at the moment - is that 
Mentsna gasoline penstrating very far into the Prevince 
of Alberta 

Not as much in Alberte as I think it is in Saskatchewan. 
I am sure I cannot just give you anywhere near the 
figures. 

That seems strange. “hy would it not come just as readily 
into Alberta as into Saskatchewan? 

Yell Saskatchewan has got a higher price hasn't it? 

It has the Turner Valley price plus the freight that 
takes it vos there, 

Vell it dces not cost much more te truck it into oask- 
atchewan than it does ints Alberta. 

I suppose what these truckers are taking adventage of 
is the freight haul’? 

Yes. 

It is good to get these explanations as ve go along. 


You think if there is more penetration of Montana gasoline 
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into Saskatchewan than there is into Alberta, it is 
probably due to the fact that they have the Calgary 

to Regina freight rate to work on? 

XYOS, 0oL think so. 

Because it is a fact, is it not, you probably know that 
Montana gasoline does not get very far up into Alberta? 
No. 

It is pretty well in the South, but it does not get much 
beyond that. Now you say there has been some restriction 
of market and we have now explored that to some extent 
and I have an idea now vhat you mean by that. Is there 
anything further you want to say about these orude 
prices? 

Noy i .ado» not think so. 

THE CHAIRMAN: I do not understend now. 

“e have at present a situation, a certain posted field 
price for certain gravities of crude. e have no opinion 
as yet, as I understend, from the witness, as to whether 
or not he thinks that field price should be reduced. 

Ma. FR*. LiY: I will ask him that. I will 
ask you just the straight question...... 

THS CHAIRMAN: Or inereased cr left where 
it is of course. 

Me, Fao Lo ys You have heard the Chairman. 
“hat are your views about that* 

As I state@ when I first expressed my opinion, my contention 
is that if this crude price vas established so it could 
meet the price that they are paying in Manitoba and 
Saskatchewan, that ve would have a vider market. 

Then do you mean that we could ascertein the value of the 


erude in the Manitoba market, find out whet crude has to 
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lay down for in Regina or some other refinery to serve 
the Manitoba markev, and use that price we ascertain in 
that vay, use thst price as the posted field price of 
Turner Valley érude? 

Yes. ve should have proof thet we can shut out this 

that is coming in across the border down here. 

Mr. Mayland, suppose we heve a calculation, or found that 
the value of Turner Valley erude to serve the anitobe 
market was 1.02. There is some evidence of that sort. 
Would you say that that price wrich is the price required 
in order to sené a portion of it, and only a portion of 
it into Manitoba, that thet should then be the posted 
field price? 

“ell it should be something on that basis. There is only 
one way you can sell your commodity and that is to sell 
it on price, no metter what commodity yuu have to offer 
to sell. 

Aren't there two ways of looking at that? Perhaps we 
should not be serving that market if we have to cut our 
price down to 41.02. The producar should not be entitled 
to gain th=t Manitoba market? 

Well he should not if you o@n show it is costing him more 
to produce than he is getting for it, but I do not think 
you can do that. If he is making e profit on his goods, 
just the same as if you are producing your wheat, you 
have to go out and market or sell your wheat haven't yous 
It is production that comes from the ground. Our oil 

is based on the same scale. Our meats and everything else. 
Is it your opinion that the Turner Valley producer can 
afford to sell his crude at $1.02 and not take a. loss? 


I do not think there is any guestion. 
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Q@- You think he could: 

4 Yes. Some wells won't and some wells will. 

A) It is the prineiple of all that is done is what interests 
me. You first endeavour to get as wide a mark:t as you 
possi bly can* 

A Yes. 

G Suppose then, & producer said "I would like to get the 
Sarnie market. I would like to send my crude to the 
Imperial Refinery at -arnia. There is ea big throughput 
down there." That would mean under existing conditions, 
or even with some relief in the freight rate it might 
mean putting it down to %5 cents: 

y) “ell he could not do it when it gets too low. 

a Somewhere in your opinion between 75 cents and 51502 is 
the place where he has to stop. He has to say "I won't 
send it that far." This Commission would like to get 
the benefit of your view. You think he could go as 
fer as $1.02 to serve the Manitoba market, but you do 
hot think he can go to 75 cents to serve the Sarnia 
market? 

A Mo,el. do not-think so.» 

Q I suppose you heve no exact opinion as to where he 
should cut it off? 

4 No. 

G He has to, and perhaps this Commission has to weigh 
all these considerations together and find out where 
this line is beyond which Turner Valley crude should not 
go. It is not proper and economic for it to go, thas is 
truet 

A Yes, sure. 


sO 


You would not like to say where thet line is? 
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y No, I cannot say. 

@ You think it is quite right they shnuld be endeavouring 
to pebduds eénoigh to serve the Saskatchewan market, of 
course? 

4 Well they should produce enough to serve Alberts at 
least, and serve a plant that is operating in Zurner 
Valley. 

& And they are not doing that? 

A No, we have only been going about tworthirds. 

c Let us diseuss that? “shy haven t you deen going to full 
capacity’ 

THE CHSIRMAN: You think before we struggle 
with the Manitoba market you think we ought to be able to 
serve a plant in Turner Valley? 

Q MR. FRAY LAY: At first blush that has 
everything to commend it. So will you just let me ask 
you perhaps, colloguially, what is wrong with that 
question? \ 

4 It is pretty hard to say who is to blame. But it looks V 
to me like as if it all simmers down to the Gonseryation j } 
Board. 

G Vhy? 

A well we were just talking there a minute ago, you had 
some figures, and it looks the most ridiculous thing. 

q Who were you talking with 

A Well the Conservation Board. They say <5,000 barrels 
is your guota. 

Q Yes? 

A They say ‘ell Number 2 is allotted 250 barrels. 

g Yes? 

z:) Now I do not know, I am just speaking from what I have 
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heard, but I have heard it so often I have gat to believe 
it, they tell me that this well Number 2 won't produce 
over 125 barrels. 

Yes? 

Now on the 25,000 barrels that is the allottment this well 
is given credit for 250 barrels. 

it is allotted..... 

It is short l25 barrols is it not. 

You say it is given 250 barrels’ 

Yes. 

And it makes 125% 

Yes. Then your quota for the month is not really 25,000 
barrels a day is it, beceuse this well cannot produce it. 
To be mathematics lly exact, thet would seem to be right? 
That is what they tell me is happening and that is why 
we ere @ll short of oil. You oannot expect the Imperial 
to sell me oil when they are short themselves. 

No? 

Not you cannot expect the B.A., or anybody else, and we 
donIt. we ask for it and we don't get it. se don't 
make any fuss about it. That is what has been happening. 
The field allowable is fixed at 25,000 barrels’ 

Yes. 

Then certein wells you say are given a sharing position, 
as the Board calls it, v:rious chering positions such as 


the one you have been telking about, vhich is given 250 


barrels‘ 


Yes, Iam just giving you that..... 
That is just an instance? 
Yes. 


But this well oennot make 250, it can only make 1257 
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Yes. 

Then you say the 25,000 must necessarily be short? 

Yes, it is short. 

By 425 barrels a day? 

4nd that makes us all short in whet we ask for. 

Of course as soon as the Board discovered that this 
well or two or three like it were short altogether 

206 or 500 barrels would it not be a simple matter to - 
I am sort of speculating with you - to increase the 
allowable? 

It should be. 

To some of the other wells and get 25,0007 

It does look very simple and that is what kind of ROR He ed 


me a little, to think it would not be done. It looks \ 


simple. But here is Jack iveLeod, he is just crying his 

heed off for oil to me. 

Toe you? 

Yes, he wants to know if there is not Something we can 

do to get more oil. 

That is interesting. He has not been telling these 

troubles to the Conserv: tion Board you do not think’ 

Yes, he has. Yes, I am sure he has. I am sure he has. 

I just want to get your views about it. You say the 

-Board is not getting the oil out that is demanded? 

Now don't say he is calling me up, see, but when I call 

him up and ask him for more oil, and I say "John, cannot 

you give us somo more oil?" "well, by God, Mayland" he 

will say "we are scraping the bottom of our tenks. 1.6 
cannot hardly get enough to keep going. Cannot you do \ 
something to help us get some more from the Conservetion 


Board or something." 
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q And that is in face of the fact all I understand ho 
has to do is to say to the Gonservetion Board "I want 
caf 
so mahy thousaéand barreéls,and if the field will produce 


it it will be produced. It is just as simple as that? 


4 Do you think John would hesitate in asking them§ 

Q No, I would not think so. 

A I know I hsve asked. 

q He puts it to you then - that is what 1 went to know - 
that he has done cverything he can with the Gonservation 
Board but still has he told you "I cannot get the cil to 
supply you." 

A No, he does not tell me.he has done everything he can 


me 


with the Conservation Board. He just says "Vie cannct 
get it. We have not got it. Phey have not allowed it 
to us. ‘Ye are all short." 

q It is the same as saying the Board has not made sufficiently 
ample provision for that? 

A Yes. 

G He has told you that since the 25,000 barrel a day order 
Game in? 

A He told me yesterday he did not know whether the new 
quote would cover the whole thing or not. 

Q I see. There is perhaps a revision in his viewpoint 
Since the new order? 

4 “@ll, Mr. Frawley, this has been taking place for quite 
@ while. This is not just once. This has not just 
happened once. 6 have been begging for ofl in that 
field a good many times. «e begged last year for it. 

a what you are saying is there seems to have been a@ lag 
between the Conservation Board's orders and the ory 
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Yes. You remember last winter they promised to let us 
Store some. ‘e planned..... 
“ho promised to let you store some? 


The Genservation Board made their promise in Edmonton. 


-@ built an 80,000 barrel tank and ve did not get nothing \ / 


Stored in it to ‘speak of. °@ had 20,000 barrels in it. \ 


1 
4 
’ 


Because our wells were all tied in se we could not put 
any into storage. 

fet us understand that. It was not because of the Board 
going back on its promise to let you store’ 

Yg8, it was. The Board was to let us produce and to lst 
the field produce so much more than they would use. That 
is the understanding we had. And that would go into 
storage for us to use in the busy time. Instead of that 
they cut us right down to what we were using and left 
none in storsge till now a well has got to be pulled 
pretty hard in order to produce and may have to be pulled 
more. 


Did you ask the Board for leave to fill up your storazge* 


Yes, we certainly asked the Board for a great many things. 


Did you ask them for leave to fill up the stor.ge tanks* 
Yes. 

And whet happened: 

I took the liberty to start in to do it and they shut 
down by wells. Sent police down thers and sealed it 

Up. 

That had to do with the manner it wis being produced. 
No, I was producing it to get some ahead and keep going. 
It was an issue between you and the Boarc as to whether 
you were producing it in accordance with the Board's 


order, I suppose? 
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Well it did not hardly look fair to me that I could 

not go and get it from my own well, but I have get to 

go to my neighbour and pay him a premium. 

&s I understood the evidence in this Commission, the 
Board's orders look to the efficient produetion, having 
in mind the fundemental proposition that there is a common 
reservoir there and that you are not to be allowed to 
draw from your neighbour's well? 

Yes. 

You understand that is what is behind all the Board's 
orders, don't you7y 

Yes. 

Perhaps you do not care to accept that as @ sound propo- 
sition do you? | 

I do not think we had better discuss that right now. 

You are getting too deep. 

If that is accepted the Board's orders at least are sasily 
understood, once that proposition is aecepted. I1 presume 
that is true? 

Tell I do not want to discuss it. 

At the moment you do not Know now whether or not, so we 
will be up-to-date, you do not know whether you are going 
to be denied any oil from tke Imperial in face of the 
most recent order, the 25,000 barrel order of the Board’? 
ve are not denied any more by the Imperial than we are 
denied from our own wells, or from different wells that 
we are getting from. From the Sunburst we are denied 
just the same. Not the Imperial. They are not doing 

eli the denying. 

How are you denied from the Sunburst? 


They are not allowed to produce there and give it to us. 
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Q Mr. Plotkins said yesterday thet Sunburst could not 


produce the allowable thet it was given by the Beard. 
A I do not know anything about thst. 


> 


Lf that) is: so then: that, is not the trouble is* 4t7 

4 No, it is not there. I know Anaconda could produce a 
lot more than she is producing and they are not allowed 
tes give it: to.us.iue could produce about’ 300 to 350 
berrels out of Miracle Royalties, Mercury Royalties, 
and we are not allowed to produce only 170. Nov it is 
up to 190. 

Q This is as good a time to examine that as any. You are 
given 170, a sharing position of 10 barrels in your 
Miracle well you say, whereas you know it sould produce 
more? 

yy Yes. 

Q And that takes us right back immedietely to what the Board 
Considers the sharing position of that well in the common 
reservoir? 

4 we are getting into thet argument again. 


Q Thatiwsnelivit isiisyritenotY sRight or wrong. thet, istell 


23 ise 

4 Yes. 

a I do not want to go into a iot of engineering propositions 
at all, for various reasons. That is, however, the 
sharing position which they have given your well is less 
than the potential, or less than what it could produce? 

-. Yes. 


Because of the fact they give you a sharing position 


cm) 


in the whole field, having in mind this common reservoir? 
Then, Mr. Mayland, you said something about wells being 


pulled. Just whet do you mean by that? 
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& Well, over produced. Any well that cannot produce more 


than 125 barrels should not be produzed to the full 
capacity they tell me. Now we are gortine vate that 
engineering business again, whish I do not think we had 
better get into. I thought I was just called here for 
the price. 
Gq That is right. One thing seems to lzad to another. 
I do not vant to pursue it bevond whet I should. At the 
Same time you say that you do not think that the Sunburst 
well for instance, supposing the Sunburst well has an 
allowgble of 250 barrels, but it cannot produce but 125. 
You do not want to express very much of an opinion, seeing 
1G iS en ensinecring matter, as to whether that hurts the 
well? 
Ne al QO NOt. 
ie vroauige Leb? 
Wo, I do not want to express any cPinion. 


Now, Mr. Mayland, are there any other aspects* 


Ss 2 iF © & 


PO, 00 wot. think ‘so. 


i) 


You think that the price of crude today of wl.20, and 
Hleoo for these, two gravities..... 
TH CHAIRMAN: I suppose some time, I am 
hot suggesting you explore it now, but I suppose some 
time we will be told why the well which is only capable 
of producing 125 barrels a day is allocated 250 barrels 
a day. 
MR. FRA! LEY: well I certainly intend 
to bring that out. 

dd CHAIRMAN: If that applied to enough 
wells the so-called allowable for the whole field per 


day would be quite erroneous of what it in fact was. 
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VR. FRAWLSY: That is something that 
Should be led in evidence. I am simply told that the 
well is given an allowable of 250 barrels and if it 
cannot produce tht 250 barrels, it is very bad business 
for the, probably for the well, and the Company that 
owns the well to endeavour to produce the allowable. 

All the Board says is "You can produce 250." 

THA CHAIRMAN: On the evidence we have 
had, it might be very bad fer the surrounding area. 
Instead of conserving it would be destroying the field, 
on some of the evidence we have had. However, that is 
something that can be explored at another time. 

“TR. PRAWLEY: Guite so. 

I just wonder whether I have got all your views from you 


on this question of crude. You feel the present price 


is too high, and if it were lower bigger markets could be 


served? 

I feel like our markets should be wider, and I do not 

see how they can be wider only on price. I may be wrong 
but that is my view. 

Your view is the price will extend the marke t? 

Yes. 

A reduction in the price.of crude will extend the market? 
It should. 

That is true. 

THE CHAIRMAN: E owas going to interrupt 
you. One follows that, but to know where that line should 
be drawn, what Mr. Frawley has described es the economical 
Line? 

I do not know. 


You do not know? 
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A. H. MeViand. 

4 No. 

G It would all depend would it not on to whet exten§é the 

producer of oil, getting it out of the ground, could go 

in reducing the price of crude? ‘ec are having great 
difficulties in ascertsining, and obvious difficulties 
arise in connection with ascertaining t-e cost of the 
production of crude? 

A It is an awful hard thing to estimate. 

oD You have had to do with a lot of drilling’ 

A Yes. 


In that field, and one Knows when one company has @ great 


7) 


number of dusters and e@ small percentage of wells that 
are producing oil, that his capital cost is very high. 
How do you suggest one should, as a driller now, proceed 
to evaluate that? If you were just in the drilling end 
of your business, Mr. Mayland. You would not be So con- 
cerned about where the market begén and ended’? You 
would be concerned with a fair price for that which you 
were producing. How would you figure out what was fair? 
A You have got to figure it on a base, you have got the oil 
here and it must be profitable or they would not be 
ami iting (ite “They woud not be fighting and paying these 
big prices for this asreage and everybody trying to get 
as much of it as they can, and corner as much of it es 
they can. There is several companies in the field that 
is trying to get as much acreage as they can and get 
as much control. Theat shows it must be profitable. 
It is like going over. here and buying a lot, if you 
think it is going to lose money you won't buy it, but 
you are buying it on the basis that it is going to make 


money, aren't yout? 
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Yes? 

v.) That is exactly the basis on which the acreage is bought 
up. It is speculation. 

Q &s a@ producer of oil for the moment, Mr. Mayland, to get 
your oil on the market, now as a producer of oil, crude 
Oil and you have no refinery? 


A No refinery or anything. 


&) 


You do not care about the thing but how much do you get 

at your well head for your oil. 

A Now when I say to send the stuff into Maniteba that don't 
help my refinery, not a bit. I em not talking about the 
reTinery at all. 

q Forgetting marketing, refining and everything else. I 
just want you to take the position, as you are, of 4 

producer ina large way of the raw product. ‘':e have got 
to make some answer some time about what is a fair % 
price for crude oil. Gan you help us as to that? 

A I think, Mr.Fraviley says is order to mect this Manitoba 
price, around 31.00, I dn not think anybody is going to 
suffer very much. Some people are going to lose money 
and some people are going to make «soney. The same as 
the people opereting : farm when wheat is selling at so 
much money, one m@n will make pienty of money and the 
other man won't make any money. 

Q You take the field as a whole and you think the price of 
oL.00 is'’a fair price? 

A Yes, I think that is a fair price, and it will allow us 
Fe) lot larger market. 

Q MVR. FRAY LEY: Yes, it would certainly 

recapture the ‘innipeg market I supvose? 


0 
4 Yes. That is that I think we have.to look ta if we 
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tae: 
have more to produce. We are spending a lot of money 
for drilling. If we are going to havs production here, 
we should sell it. It is no use keeping it. You oan 
always buy but you cannot aiways sell. 

¢ THE CHAIRMAN: Thetis Right, putea 


Suppose equally you can go so far afield that it ls 
unprofitable to do it? 

y) Yes. You. can cut things. down too low. But I. wtll tell 
you it is a great thing to always g» on the theory that 
you cén always buy but you cannot always sell. This 
fisid had better be sold while it is seleable. If 
Saskatchewan would bring in a field you would sit here 
and feed Albertu, with this field, that is all you would 
Go. dt Seni toba: would bring ina, field, thesisame.) iat 
Vouedo ‘Hot @6t xvid. of this oilwhere while: you,esn you 
will be up agzinst the same thing as what the Government 
did here a few years ago, when thsy thought they were 
going to go around and get the world to pay enormous 


big prices for wheat. 


(Go to Page 7630. }. 


i 


2s 


5 
She : 
Ke 


= 


* rss 
(om 

Aa iaal A 
bi 0 $ ta 
ss e 

vs bine 


G 


os 


Poa 


A-Heiiayland 


Cz 
i 


Se » & 


oe 2 4 


-7630- 


WITNESS: They pat the price away up 

and they couldn't sell and they took an awful walloping 

and we have the same thing right new; we had better go and 
sell it at a fair price, whatever that shoulda be, I do not 
know exactly or nobody doesn't, it has 6 be opinion, to 

een Tid or it. 

MRe FRAWLEY: As the Chairman says, there 

is a line in there that has te be drawn and you have not any 
very exact idea cf where that line should be, you think 
speaking generally, a dollar crude? 

’ Somewhere around there. 

Is fair encugh? 

Yes. 

I do net know what percent rf decrease that is but let me 

put something like this to you, if you had to take a 20% de- 
Grease in your prics te get a 15% inerease in your market, 
that would not work out off course, weuld it? 

Well I don't know it just depends upcn hew much the 15%---- 
Would bring in in volume‘ 

Would bring in in volume. 

That is what I mean, somebody has got te draw a paint at that, 
to arrive at what the Commission has to answer, what is the 
foir and equitatle price, presumably tv everybedy, what is the 
fair and equitarle price at which Turner Valley crude should be 
sold? 

I say the price of crude should be put at a price where we can 
extend our market. 

To a pcint? 

Yes, but not overdone, nct ridiculously everdone, but to gut a 


wider market and sell this crude oil. 


But you have the psint of view cf the seller, you say sell it 
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rather than hole it? 

A Yés, because we are fading these problems that I em relat- 
ing, that Saskatchewan may bring in a field, we may bring 
in seme fields, Manitota, and if they did, what would we be 
doing with this oil, we would not be getting these prices 
for iu, what iss einen’ 

Q Now you said something at the beginningas to what you thought 
was wrong in your own personal operations, that these sheets 
that you get frcem time te time were not looking right to you 
and that it was because the refined marketing price was too 
lew but of course if the crude went down to a dollar the re- 
fined matketing products would, it would be hoped, would be 
still lower? 


A I expect it would. 


B 


But there would be no objection to them then---- 

No, we would hope they would not drop dwon so that we couldn't 

operate. 

Q Oh no, but then at a dollar crude they might still drop those 
refined products and your sheets would look just the same? 

£ They could punish us still to do so. 

MR. FRAWLEY: I think that is everything that 
IT have in mind, bir. mayland, to ask you. 

Q MAJOR LIPSETT: tire jiayland, have you given any 
thought to the question of whether there should be e price for 
Alberta, for crude in Alberta where the competition is not so 
keen and possibly ea lower price for the crude for hanitoba areas? 

& Oh I @€o not think that would be feasible, I do not think it 
would work. 

Q You do not think so? 


é No. 


) Even if it will get its share of the slberta busincss and then 
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had to give a lower price, accept a lower price for, not 
necessarily, a fair proportion for Manitoba? 

No, it would be awfully hard to manage that, awfully hard. 
THE CH! Thucall: dhy would it be impractical 
assuming it could be regulated? 

Well if you could regulate it without too much cost. 

Quite so? 

And without too much gyping cs the fellow says but then you 
would be up against an awful lot of it I would think. 

LAJOR LIPSETT: Supposing the Alberta market 
Bay was 30% and that the other 20% should be got in Manitoba 
at reduced prices, would it, it if were feasible, would it be 
@ good thing to give everybody 80% of their production at a 
higher price and make them take a lower price for the other 
20% if they wanted the Lusiness from ijanitoha? 

Well I do not see that the Alberta people would be hurt any 
if they got the benefit of the lower price on crude; the 
farmers are not too flush. 

THE CHAIRI.AN: No, if you are geing to explore 
that, you will deal with that but supposing you had a lower 
price on crude, you might use it in extending the market, you 
might use it in giving a benefit to the consumer tco? 

Yes. 

The thought is that neennus the consumer in ilterta should 
have to pay less than the consumer in manitoba? 

Yes. 

By reason of the fact that he is next door to the oil field? 
well that happens with all commodities. 

But it doesn't with gasoline? 


Yes, yes, your gasoline is based in Sask.tchewan on what the 


freight is, the crude and the overhead. 
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Q Yes, but it is all predicated .on the furthest point, ia it 
Hot; if you add the freight of dennuae: 

& Yes, it is ovenheda you might say added to the crude, the 
crude price comes first and then your expenses takdng it to 
that point, the expense necessary to take it to that poirt 
is what the actual value of it is. 

Q LiRe FRAWLEY: Of course you understand, ir. 
Chairman, that the Regina tank waggon is higher than the 
Calgary tank waggon. 

THE CHAIRMAN: By? 

ike FRAWLEY: 19 cents in Regina as against 
16% in Calgary. 

THE CHalRbia N: That purperts to be the trans- 
portation cost. 

Re FRAWLEY: Yes, it is,41-.30 crude, both 
tank waggons are based on #1.é0 crude as I understand it. 
WAJOR LIPSETT: Of course they are both based 
on 41.20 but it must be higher in Saskatchewan because the 
theory was that the price was brought down en $1.52 to 
§1.30 so that the Saskatchewan crude could be dealt with on 
the basis ef %1.15. 

MR. FRAWLEY: Yes. I think that it will be 
established in evidence that the difference in those two tank 


waggons is the difference in the freight on the crude oil. 


iA JOR LIPSHTT: The difference in the ¢1.30 and 
o1.52? 
WiRe FRAWLSY: Yes, quite definitely, the 


Calgary tank waggon got the difference between $1.52 and 41.30. 
Q MAJOR LIPSETT: Just one other thing I wanted to 
ask you, sir. Mayland, you told about the difficulty in 


getting supplies to your plant in Turner Valley. 
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Yes. 

We understood that you put hae requisition each month for 
the amount of crude that you need, to the Conservation 
Board? 

Yes. 

And treat the allowables then were fixed at the total of 
those requisitions, so long as they were within a proper 
method of production? 

Yes. 

Did you ever get less than what you put in? 

Oh yes. 

For your requisition? 

Yes, a good many months, I don't know that we ever gnt what 
we put in. 

MR. PLOTKINS: ir. Mayland, the questions whieh 
Were put touvou by Mr. Commissioner Lipsett with regard te 
assigning a portion of the produstion on the Manitoba price 
and another portion on the slberta price is predisated on, as 
I understand it, somes sort of Board deciding the price and 
deciding the markets, now are you, in view of that, did you 
reply having that in mina? 

No, I didn't have. I don't think I would be capable of dis- 
cussing that. 

Ne, that is what I wanted to make clear? 

No. 

You didn't have any such Government control of crude or markets 
in mind whon you answered that it was not feasible? 

No I didn't. 

You mean in ordinary business it would not be feasible? 


Well it looked to me like it would be very much complicated and 
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6 
these complicated things don't work out very good very often, 


tht is the way I was looking at it, in oil or anything. 


Q You have been in.the oil business; Mr. liayland, quite a few 
years? 
i Yes. 


Q You have had to deal with a lot of problems? 

£, Yes. 

Q Binee we brought in this field? 

J Yes. 

Q In view of your experiences and the problems which you have 
met with, would you be in favour of the Government or a 
Board fixing prices or fixing territory or markets vor assign- 
ing markets? 

4 That is an awfully hard question to answer. 

Q Mr. Mayland, the reason I am asking you that, that is what I 
understand is facing us and I did not know if you have realized 
Lt? 

A Well as I stated if we were allowed, we would not have needed 
any Conservation Board, we would have had a wider market, if 
we had been allowed to produce our wells and work it ourselves, 
that is about the only answer £ can give you. 

Q Yes, but this is not in connection with any Conservation 
schemes, this is assuming that the present Conservation Board 
continues to function but this presupposes *. further com- 
plication in that the marketing and the price Will be con- 
trolled by the Government through a Board or through some 
other aa iante men and that is why I would like to have 
you give the Board your opinion as to whether 1th iar can 
whether it is practical, and what would be the results in your 


opinion of such a step, I assume the Board is interested in 
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knowing that angle? 

I do not believe I can answer it. 

You have no opinion Jn that? 

No, I have not gone into it deep enough that 3 would like to 
give my decision on it. 

@ little while ago, tir. Nayland, you were discussing or il« 
lustrating this particular well, No. 2, produeing 250 or at 
least being assigned an allowable of 250, and only being 
capable of producing even wide-open say a limit of 125 bare 
rels and when ir. Frawley began to examine into that matter, 
he nade the remark that probably it was an engineering matter, 


well now-~=-<+ 


MKke FRAWLEY: and the witness agreed with me. 
we PLOTKINS: And you agreed? 
Yes. 


Now let us examine that and see whether it 18 an engineering 
matter---= 

Now wait--=- 

It has nothing to do with the Conservation Beard, this is a 
matter of plain common managenent; now if the potentials are 
known of all the wells and they are known, you Know that iir. 
wie yYlanad? 

Yes. 

All right, and the factors that would make these particular 
wells produce under reasonably sound, efficient methods, are 
known after the pctential is known, in other words a well 
having a potentital of 500 barrels, we knowy on an average it 
is good business to produce it about 40% at the most? 
Well--- 

Do you agree with that? 


That is what the authorities tell us. 
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That is what experience teaches? 

Yes. 

Gond enough? 

Yes. 

Now then the Board can prédiscate the allowables of each well 
Dn that known, sound factor, can it not? 

Well that is what the field was produced at at one time when 
we hac only wells with naphtha. 

Yes? 

We had quite a fight in sdwonton on Conservation with Brownlee 
and Brownlee then finally dacided, after spending a great deal 
of money, to give in tc what the leases read, 40% of the open 
flow and that is what the field was produced at? foxra. Long 
while until someone, ourselves and some of our neighbours, 
Stepped the line a little I guess. | 

Now if the Board knowing that fact, when they start to go 

down in the wintertime where the total nominations are 10,v00 
barrels a day, knowing that sound practice and true conser- 
vation demands that no well be produced at more than 40% of 
the potential, they would then be in a position, taking into 
Gonsideration the total average market for the year but know- 
ing that there is a point in the winter time beyond which they 
should not go down, because during that year's time & well 
will never be has tovmake it sup; and therefore i2 it williénot 
make it up, somebody else is going to get the market that be~ 
longs to thut well, is that not correct? 

Yes. 

Is coe any engineering in that? 

No, no, there is not, it is practical, it is the best thing 
for the well, there is not any question about that, it is the 


best thing for the field and every man should take care of his 
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own o11 40% of it, the same as we did in the olden @ays 

with the naphtha and the gas and everything. 

Then is it not a proper assumption for you to make that the 
Board's management or the Board's personnel, they may te good 
engineers, may be the best engineers, but they are not 
good husbandmen? 

Well as I have related, there is something wrong but whore it 
ia-~-~ 

would you not say, ir. Mayland, that one of the troubles--- 
Well 1 laid it on the wells in producing what they are al- 
lowed, is causing a great deal of trouble; if every well was 
producing 40% of its open flow there would be no question 
about it, everybody would Know exactly what they could expect, 
What their wells would produce and what they would have. 

Will you agree with this statement, Mr. Mayland, then, that 
the Beard, if it has any doubt, taking all the engineering 
factors into consideration, but it is not taking into consider= 
ation the ordinary common sense factors that we as business sien 
must take and consider? 

Well I would not want to express my opinion about what the 
Board has taken in. 

Well you know what they have taken in, they have given us the 
formula, and we know what they are doing, there is no secret 
about that? 

Wo we do not, I do not know what they are doing, it is beyond 
me to know what. some of their moves are. 

Well I am assuming of course that they are doing, that they 
are carrying out the formulas which they have published as 
the basis for their management of that field? 


You mean the production quota? 
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@ No, this formule, acreage and bottom-hole pressure and s0 
forth and so on, which are all probably sound factors to 
take into consideration, although I would not agree with 
that, but still it is possible, but there is another factor 
and in fact several other factors that they may net be tak- 
ing into dose tere Wor: and that is one of those things 
that I aa asking you to give ub your opinion on, the re- 
sults show they have not taken cverything into consideration 
hecause otherwise we would not have any trouble getting crude, 
is that not correct? 

A Yes. 

Q 50 that if we cempliocste the situation hy another Government 
Buard that will deal with markets or with prices and if they 
too fail to appreciate the dete position, what will the in- 
dustry do insofar as competing with other countries that have 
no government control? 

WhL FRAWLEY: You are back there again, hir. 
hia yla nd. 
MRe MA YLAND: i Yes. 

Q MRe PLOTTING: That is a general question? 

A Yes. 

Q It is one that interests you as a large owner of wells in 

furnar Valley and knowti the industry as you do, the Gas and 
Oil Products, you should be concerned about this. 
THE CHATRAN : The witness has already said 
that at this moment he has not given it sufficient thought to 
ae to express an opinion, to use his own language, he has 
not gone into it deeply enough to hazard an opinion at this 


time. ir. Mayland will no doubt be back and he might con- 


sider it in the meantime. 


WR.e PLOTKINS: Yes. 
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MRe PLOTXINS: Now you can give us your 

views at the present time, Mr. iayland, as to the cap- 

adity $f Turner Valley to produde under present conditions 
with prope*, whet in your opinion would be pr oper safe- 
guardg so as not to cause any waste, as to the capacity of 
the Turner Valley to producec for the whole iicat for a 

number of years? 

Oh no, I would not want to give my opinion. 

Is it not a fact---= 

That is engineering work and that is based on acreage and---- 
I am not asking about any sngineering? 

What do you mean then? 

I mean ag 4 business man, knowing that today the field is 
having trourle to produce the allowables? 

You meax what is in my opinion the life of the field? 

No, nothing to do with the life of the field? 

Or what it will produce. 

What £ am trying to ask you, lire. Mayland, is, you are suggest+ 
ing that we should expand and take the Manitoba, the Saska- 
tehewan, the Alberta and parts of Be C. as the market, as tip 
natural market for Turner Valley crude, that is what I under- 


stood you to say? 


Now don't get me wrong, I didn't say that to go in there and 


‘take all the markets, I didn't say ge in there and take every~ 


thing away from everybody else because yru cannot do that; 
when you go to do that it costs you lots of moncy but I say 
take enough of that market to use up what crude that we have 
got to sell, that is wmt I meant. 

Yes? 


What our field will produce and produce legitimately on a 


sound basis and sell it- 
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Well do you thahke with what you know of the field and what 
experience you have had in the last two years in the field, 
do you think that you couid continue to supply for a number 
of years the market that you have in mind or would you have 
te widen this field or find new fields? 

Well I say supply it as long as you can becausc you have got 
this facing you, that there arc going to be other oil fields 
found, you are going to find that. 

So Il get your position now, your position, tir. tiayland, is 
this, that no matter if this fiold will cnly produce for two 
or three years, there is no use keeping it stored up for the 
good of jlberta and Saskatchewan because if we do We may have 
it left on our hands? 

wy theory is te sell; you ean always buy but you cannot always 
sell. 

Well that is something I wanted to bring out? 

THE CHAIRMAN: I suppose, Mr. Mayland, you 
would not say sell too cheaply? 

I didn't say give it away. 

No, nor sell repeatedly at too great a cost to the field? 
Don't sell for less than you can properly, that you can sell 
and meet competition and meet competition that yor. should meet, 
don't go out and make competition that it doesn't justify you 
to meet. | 

That is on the marketing end? 


Yes. 


And I suppose yeu will equaliy agree that in order to moet the 
immediate market, et least to supply the immediate market 
which was available to you at a price, you would not destory 
the whole field? 

Oh no, no, that is not what I say. 
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Q That brings in the cngiheering feature, how quickly can 
you withdrew it? 

ii That is what £ say, don't go out and try to shut everytedy 
else out because the minute you do that it costs you a lot 
of money, you would have to sell your stock for away less 
price, that happens in all businesses. | 

Q MRe PLOTKINS: So that, Mr. isayland, what you 
Bay is, if it is neccessary to get the crude on a field price 
down to $1.02 to reach the Manitoba market and displace the 
Ellinois market, displace the Illinois crude, is, that at that 
price it is still profitable to produce crude and retain that 
market? 

A ZL think so. 

Q BO Unat=<- 
THE CHA Thuis N: ire hiayland then went dom: to 
1.00. 

a That is what you said was it not, a dollar. 
THB CHAIRMAN: He said ¢1.02. 

4 I thought you said a dollar. 

Q MR. FRAWLEY: iday I interrupt to mak9 a 
statement; tir. Plotkins made a statement to the witness a 
moment ago and I thought it was going to be a question and 
there would be some answer and I would have a chanoe to com 
ment. I certainly want to say, Mr. Chairman, that there is 
no evidence at all before this Commission tiene field is 

not capable of making its allowable. At the most there has been 
some evidence, perhaps not evidence, some suggestion, that 
some of the wells are not able to make their individual al- 
lowables; certainly it is only fair to this field and to the 
people interested in it to clear up any wrong statements like 
that, because that is what it is, there is no evidence here 


that the field as a whole cannot make its allirwable. 
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Oh no, it can make its allowable, there is no question about 


that. f 
MR. PLOTKINS: That is not what IL meant. 
MAJOR LIPSETT: Mr. tiayland, then follewing 


that remark up, of ir. Frawley's, have ycou any idea, what 
would meet the difficulty with which you have been osnfronted, 
when assuming there is plenty of oil in the field, that you 
Gannot get a supply? 

I feel there must be enough produced to supply avery unten 

as to that it is in the fieldy--- 

But notwithstanding that you cannot get supplies for your re- 
finery, in Turner Valley? 

Yes, it is in the field, there is no question about that; 
there are wells there that are not producing, oh, they are not 
producing anywhere near half what they gould produce and then 
there are other wells, as we rave stated, that are producing 
every barrel that they can produce. 

How long were you working at this twe-thirds of what you wanted? 
How long? | 

I think you said two-thirds, you were only working two-thirds of 
your time? 

Oh there has been off and on different times, different stages, 
that we have not had what we wanted, I think right new we are 
short. JI know we are. 

Well have you any suggestions or recommondations as to what 
would help out that situation? 

Well the first thing is let tho field produce what ia the de~ 
ma nd « 

I gathered fromiir. Frawley that there is ample to do that? 


Oh there is, there is nce question about that. 


inite FRAWLEY: I intended te ask, tc cecss- 
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examine Mr. bayland on just that because at the moment I 
Cannot understand how, if ir. iiayland made a nomination, 

it is contrary to everything we have heard, if i:r. hiayland 
said"I want 3,000 barrels a day", I understood that the 
Board simply adds that to the allowable; they do not put it 
into Mr. wayland's tanks, true, but they see that it is pro- 
duced. iir. iiayland has to find a purchaser far it but I 
wanted to explore that with isr. ijayland, but I did not want 
to interrupt? 

I have answered that for you. 

Re FRAWLEY: Yould you tind saying it again 
then? 

I answered that for ycu a little while ago and I said that 
nobody had enough, the Imperial didn't have enough, the Bg. 
didn't have enough and we didn’t have enough and as I said 
you Boece saipeat the Imperial to sell us oil when they do 
not have enough for themselves and the B. ij., is that not an 
answer for it, 

It may be but frankly I don't understand this, ilr. Mayland? 
No. 

You go to the Board am you say to the board "I want so much 
oil produccd for me this month"? 


Yes. | 
The Board makes a note of that and they ses it is added to the 
field allowable, you then of course have to find someine to 


sell you that, if you have not that much production yourself? 


Yas, 


Then you pey these ere the facts, under those conditions yeu 
have the Imperial willing to sell to you but unable to sell 
te you? 
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willing to sell to you but unable? 

Yes. 

And your romination was there with the Beard, hew long ago 
was that, abcut what month was that? 

Well that just took place recently. 

TH CHAIR AN: Well do you know if during that 
period the Imperial had itself more than its requisitions? 
mek that tis-+— 

That is something you would not know I suppese? 

ZI do not know what has become of it but that has been gciny 
cn all winter. 

MR. FRAWLEY: I suppese, as the Chairman 
points out, supposing the 4mperial said tc the Board "we 

want &,000 barrels a day”, and then the thing get out of 

hand and they needed 8,000 barrels a day, I suppese they weuld 
take that, well I suppose, well what would happen then? 

I did not want to go into this thing but if it will clear it 
up in Bae wey ror wvous-= 

That is the light we want? 

We put in neminations all winter, expecting we covld get some 
to fill our 80,000 barrel tanks and we put in the nominations 
for more than we were using but we didn't get it; we probably 
could have got it by paying moro than the field price, which 
we dida't feel like doing and putting it in our tanks. 


THE CHA Tha N: Now do you know, wire Mayland,--- 


Pardon me, just a moment, that amount was produced, our quota 


was say 40,000 barrels for She month, so many barrels to the 
Imperial, so many barrels tr the B. d., and se many barrels to 
the Saskatchewan refinery, I suppose that is the way they make 


up their quotas. 


3 -Hesiayland re 7646 a 


Ca 
LY 


v3) 


t 


£ 


Be 
—_~ 


4nd was less than that produced in the field? 

Now that was made up of say, it was 100,000 barvels a day 
or 60,000 barrels a day or whatever it was, you see, that 
was produced but what became of it I do not know, we did 

not get ours. 

THE CHATRiA N; You say it Was produced? 

Well it was supposed to be produced, whether it was or not 

£ do not Know. 

It was allowed to be produced? 

dt was allowed to be produced. 

But was it, perhaps these wells that are not able to produce 
all that they can had something to do with it? 

I do not think that it could have been produced in the winter 
because the wells were tied in, so that they could all pro- 


avce. 
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A That wis produced in the winter because they could all 


produce their amount then but we were not getting ours, 


% MR. FRAWLIY: JOULE net Duy Lh you 
3a yi 

A Ne. 

Q You say you perhesps could have bought it? 

a «(Now we Wanted to buy it from lots .of wells and we could 
not. 

q Vas the precise position simply they expected you to 


go and: buy it? 

4 Phe Board said "We have nothing to do with that. ie 
make the allottment and there is all we have to do with 
if." And another man, he would hold you up for 40 cents 
a barrel if you buy it. 

G They say that you h=ve to make your own purchasing ar- 

rangements* 

A Yes, and that is why, we did not feel like paying more 
than the field price, and that is why we did not fill 
our tank, and thet is why we did not have any storage 
On hand. 


q Hochpok )c understand ate -Youseould not, heave £1 lted:it 


& 


from your own production: 


A NO. 

& Or your own allovables were so low, was that your difficulty? 
4 Yes. 

& And, therefore, you had to go out and buy it and the Board 


said "You have to worry about that yourself" and when you 
got to worrying about it the Imperial charsec a gathering 
charge or something which you did not choose to pay and 
that is:why you did not get the oils 

A Yes. 
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de He Mayland. : 
Mie NOLAN: Who got it? 
MR. PLOTEING: Wheat happened to it? 
Mn. FRa’ Lay} I do not know. 


ft. The Imperial is the only person you sought to buy it 


from? 

4 I do not know whst became of it. I do not want to get 
Lntows.» 

G Tieme ia nothing more tc go into than tha%. You do not 


know whether it vas produced or not. You do not know 


whether the Imperial took it‘ 


A The quota was given. 

q Yes* 
a) 4s I uhderstand for everybody's sllottment. 

q ‘Yes? 

4 And the wells could produce it and we did not get ours. 


THS CHAIRMAN: Do I understand, Mr.Frawley, 
it is not evidence at all, but for our enlightenment so 
we may appreciate evidence, is it your view that the 
Conservation Board tekes the market requirements as 


indicated to them by the refineries?’ 


Mine FRA LEY: Yes, the total. 

THE CHA IRMAY: The total? 

MR. FRA LSY: Yes. 

THE CHAIRMAN: It is only coneerned with 


the total? 


Roo FRAY LOY: That. is right. 
Pu CHAIRMAN: It does not care whet 


refinery suppliss that market? 
Mk. FRS! Ly: That is right. 
Tau CUAIRMAN: And on whatever formla it 


has it determines what the allowable of each well is to 
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provide that total market? 


MA. FRA LS: Yes Sir. 
THT CHAIRMAN: As to who owns these wells 


or where the oil comes from to supply that market, the 
Board does not caret ; 

‘MR. FRELEY: Ne. They may say "That will 
be your allowable," and the producer say "I am going to 
Glose my well up." 

TH: OHAIRMAN: Is it your understand ing 
the Board dnes not care to ascertain as to whether or 
not that which is allowed for the field has or has not 
been produced? 

Ma. FRE} L3Y: My understending is that 
the Board does concern itse] f with seeing whether or not 


the total allov able was produced in fect. 


THS CHAIRMAN: We will have evidences about 
all that‘? 

4 They are not interested in whether you get your alloweble 
or not. 

Q They s@y, as I understand it, that all these refineries 


taken tcgether show what the market requirement is 

Sb Yes. 

C, And that if yeu own oil or can get it, then you can play 
your part in the market, if you lave customers to buy 
from you? 

A Yeso 

q But if you haven't any wells and you have to go and make 
arrangements to get oil from those who have, who, within 
their allowables are able to pzovide it? 

A Yes. 


That, as I understend it, it gives the advantage of course, 
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A. H. Mayland. 


as I am follnving this at the moment, it gives advantage 


+>) those who spend their money and time to get contracts 


fer their requirements of 6117 


Yes. 
In supplying the market. They heve put up the money for 
that and got these contracts or drilled these wells as 


the case may be. 


We LER AY LEY: Vell you see, there is a 
question. 

PHE CHAIR AN: Am I wrong in my understanding’ 
Me RS Lay: There is a question in regard 


to contracts. Supposing well "4" has contracted to Royalite. 


It has contracted its total output. But the allowable of 


thet well has been put up by virtue of the demands of scme 


new company, other then Royalite, so that in effect that 
well is supplying the Royalite as well as the new marketing 
company. For instenee suppose the Standard of Californie 
came in here todey and built a refinery, and did not have 

a barrel of crude, but just a lot of refined products 
customers. The refinery would go to the Board and say 

We will want 20U0 barrels a day" and they ask the Royalite 
or the Imperial, and the Imperial wants S000 barrels per 


day. Deeling with just those two for the sake of this’ 


TH: CHAIRMAN: Yes. 
MR. FPRS LAY: Necessarily some of the 


wells under contract to the Imperial or to Royalite are 
supplying both the uportal and the Standerd of California, 
are they not?’ 

Dis; CAL TRAN... In effect by yirtue of the 
Board giving effect to the Standard Company's requisition. 


No, you. are wrong. The Imperial Oil supply no wells. The 
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Imperial has thet under contrect as you say and they have 
to sell that. 

Quite. But the Standard Company has to make i! 
arrangements with the Imperial. ‘uite true, and that 

oll has been ordered to be produced. 

THe CHAIRMAN: That is jus t the point I 

was making. 4 lot of this difficulty is quite - it 

strikes me is quite over®@me by the statement which Mr. 
Nolan has made on behalf of his Clients, after instruction, 


that they will sell this orude beyond their own actual 


requirements. 
Wik. FRA LY: That is quite right. 
TH! CHSIRVAN: ‘“-hatever may have reen in 


the past, that is the statement to this Commission which 
is on our record end I have no reason to question it. 

Mr. FRSA “LEY: No, so that in the instance 
i have just given you, as an example, the Standard Company 
when it has a refinery must make buying arrangements with 
the Imperial, I presume, because they have the wells 

under contract. For my submission, supposing they have 
every single well in the field under contract. 

THs CH& Titi AN: You say arrangements. I 
took Mr. Nolan's statement to be all the arrangement 

that will be necessary. 

Mk. FR °.LiYs Phen they make simply a 
purely business arrangement, what they want and how thoy 
are going to pay for it. ‘hen the Board having made an 
allowable which covers both the Standard Company's require- 
ments and the Imperial Company's reguirements, then I 

say that that well "4" that is perhaps producing 300 


and the Imperial's requirements only being 200, in effect 
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Meyland. 


they are producing 100 barrels for the Standard Company. 
It is sold through the Imperial if you like. 

THE CHAIRMAN: Whieh the Standard or anybody 
else can get on the terms of Mr. Nolan's statement? 

That is the same thing thet would happen with ourselves, 
supposing all our wells were producing that we are drilling, 
and our allottment will be more than covered in our wells. 
Ma. FRA LY: Yese 

“@ would have a surplus over our.allottment wouldn't we? 
Yes? | 

Qver our guota?® 

Yes? 

Say our guota was 1000 barrels a day and our wells would 
produce 1500 barrels. 

Yes? 

we Would have S00 barrels to sell to the Imperial on to 
the Bef.,or to Plotkins sr anybody that wanted to buy it. 
Yes? 

Exactly the same position as the Imperial. 

Yes. 

ME. NOLAN: Not only because they 
wanted to buy it, but because they had nominated for that 
additional amount? 

They were entitled to it if they wanted to buy it. 

But the point that occurs to me is when the Board sets 
25,000 barrels per day, immediately the situation arises 
Such as Mr. Mayland has described, with that Number 2 
well, then that 25,000 barrels is not produced right 
there and then. 

TU? GHAIRIBE: That is to be explored. 
Mz.NOLAN: and if you multiply thet 
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by half a dozen wells your 25,000 bdrtets is going déwn, 
because the others that could produce more does not make 
that up. So it is always less than 25;000 the moment one 
well dees not produce its allovebleé 

4 Thet is wh-t is causing the trouble today. 

TH: CHATRMAN; ! ft have salreedy pega Mir. 
“Frawley to let us hear about that. 

Mee POLE NS The se gentlemen are saying 
to us they cannot get «rude. Then the allowable is not 
being produced, That follows. 

THG GHSTRLAN: it is absurd to speak of 
an allowable of 25,000 barrels if you are only producing 
15,000 under the allowable. 6 Will no doubt heer all 
about it. 

Mikes ces lass ¥ On that point, between 

the time the allowable has been fixed and befere that 
order has run out, and the next order comes along, 

there has be2n an inerease in the demand greater than 
what was expected, and the allowable made on the lst of 
the month is not big enough...... 

4 That has been all wrong. “hy didn't they quote an allow- 
able big enough so some could go into storege’ 50 
there would be some protection? Your Honour, there has 
never been any protection left in the field. Scraping 
bottoms of tanks in order to run refineries is not any 
good. 

te I am instructed th:t is exactly what was in the Board's 
mind so that there would be enough put in storege and 
there would not be this sudden rush for it? 

A They did not do it. 


Peep aid not de it? 
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ine Board did not do it. They did hot give’ it to us. 
They merely cut it down to what ve were just using and 
nobody was allowed to produce and the quotas was not any 
more than what was used. 

Tl as AIRMAN: “hat I eannot understand 
now ~ it will be all cleared up and I only mention this 
So you Mey nave it in mind’ to. clesr it up, waatiD oaennot 
understand is on the evidence we have heard from the 
engineers thus far, why a well thot cannot produce more 
than 145 barrels a day would ever be given an allowable 
of 250. That is to say it is running wild, a thing we 
are told is absurd, and the thing we are told is the 
reason for setting up this Conservation Board at all. 
Now that is one thing. Another thing that I cannot 
understand is why a well on the other hand thst can 
produce 500 barrels a day would ever be held down to, 

to use an exaggerated figure, 100 barrels. On what 
Prime pple is itt” It 48 not hurting the fields 

Bie FR: Lay: The sharing position. 

A well thet can produce 500 and did produce that 500 
Would be drawing on the other person's oil adjoining. 
Vie FLOTLING § lir.Frawley, there is 

just the whole trouble in the Valley. sungineers have 
assigned to that particular area so many barrels and 
have allowed a potential or at least an allowable on- 
that well, to try end theorize wheat is under the ground, 
but in actual practice they find it is not there. So 

is not the whole basis vrong’ 

THE CHAIRMAN: Vell, Mr.Frawley will 

deel with thst leter. 


Seg Se ae a Ther: will hove to be a 
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complets enginecring statement by a competent person 
as to what harm, if any, is done when a vell oannot 
produce its allowable, and when a 500 barrel well is 
not allowed to produce the S00 barrels which is its 
potential. 
Uns \COLLEMANs yo to the poLtnt where  1t 
SoS Hon Orne rm to the Tield. That’ is @l1 in’ mind 
Pao wi be, ell explored. i. suppose ir. Plotkine: will 
have some opportuhity to speak to it then. Wow to 
come back to our muttons, and trying to clean things 


up aS we go, have you anything to adc about the field 


price? 
A No, nothing. 
THe CHAIRMAN: Anything to ask about the 


1veid price’ 


Bee a a tS f really interrupted. 
THs GH TAMsis: e are not stopping st 


this point. This is something th: t uore or less came 
wp on the side this morning, and it wil! be explored. 
MoU consider it is pertinent to this Inquiry anc It 


should be explored* 


MA. PRS’ Lay: Yes, I think so. 
ve, NCLAM: I would like it to be made 


clear when the allowable is inecreasec it is not always 
because of inereased demand. It may be because of the 


imability of the well to vroduce the old alloveble, 


tee ore LY To get the old demand 
reellyr 
fe et ALS Yes. 


4 How is that’ 


hL. .POLAKs “ell it does not matter. 
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THe CHAIRMAN: well Mr. Mayland may 
want to say something about it. 

5 Pes Nu ak hs, vhat Iwas trying to say 
was, Mir. Frewley said a few moments ago that the increase 
in the allowable wss because of the increased demand. 

By that he means increased nominations? 

4 Yes. 

ie I say thet when we come to examine it we have to consider 
whether the increase in the allowable was caused by 
inereased nominations or because they could not fill the 
old alloweble with the production. You see that the 


wells might not produce the recuired amount. 


= 


Mee PLOVILES } You were present in Edmonton 
at the Lezislature when this question of conserv: tion 
was discussed by Mr. Knode were you not® 

4 Yes. 

6. Do you recall the significant statement that Ir. Knode 
made that not only was it the duty of the Conservetion 
Boerd to conserve gas, to husband the field so as to 
cause no waste. In other words, not let the oil stsy in 
the ground if it could be teken out by good engineering 
preetice. But it was also his duty to see that no oil 
was brought up in storage sc as to not depress prices. 
Do you recall that: 

A Yes. 


cp) 


He made that very significent remark. Wow would it be 
passible that the Board when it tekes into consideration 
markets that it reviews the rom ne rian of the different 
refineries and tries to weigh them agzsinst what they 
believe is the actual market reauirements and guess too 


low in their anxiety not to create any surplus crude on 


a a ae 


She 
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top of the ground? 


£ YI think so. I think that is the cause of the whole thing. 


© Yeu think that is the basis for our present positi on‘ 


4 v6s, I think so. 


Q So thet engineers set themselves up as economists’ 
ms) It is a question who is going to run the refinerucs. 
C That is to be found in the evidence, hire Chairman. I 


think I een refer to it. 
Pao. as cheat 2s ove. Lound iin 


the evidence? 


Pope ei at The statement wr. Knode 
made@e 
Og) es bes 1.3 But not your interpre- 


Tot.07 Of 10, 2 would not. think. 
OS SoS Bey Vell the statement I am 
referring tc. 


Do you know how the British American fillsd that 


pH? 


storege in their new refinory, ix. Mayland? In view 
of the alloveble? 


v2) No, ido. not. 


> 


And the present scarcity of crude? 
4 I do not know anything about thet. 
C Do you knov. if they heve filled their storage? 


A No, I do not. 


CG I heard one of the British American officers tell us 
that thoy did fill their storage and that they hve a 
reserve of erude on hand. 

A I have hearc rumours. 


a So th:t if they have that they would not be faced with 
the situation you are faced with, is that correct: 


4 Yes, sure. 
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Is it also possible, ur, Mayland, that when the Imperial 

makes its nominations thet it might investigate what the 
other refineries! markets might be, and just adjust its 

nominations to as to keep any production from accumula ting 
that has no m rket? 

Yell I do not know anything about that. 

Vhat is the ordinary effect of having a little reserve of 
erude in storage on the stability of markets of refined 

products? 

ell, no matter wh:t business a man is in, he must be 

allowed to have a surplus. He must have ae surplus if 
he is going to be successful. If he Lives from hand to 
mouth he is going to get punished. That is what I have 
found in any business I have ever gone into end I have 
taken some pretty hard punishment. 

Who is in a position to punish the independent in this 
territory? 

well I just was trying to figure out who was doing the 

punishment. If it is showed here thatwe asked for so 

much stuff and so much stuff is not produced, and the 
stuff is not there, so it looks to me like it is the 
Conservation Board that is punishing us right now. 

THE CHAIR34 N; Well, Mr. Flotkins, do 

you see any advantage in this? You have the assurance 
this is going to be explored, and we will have a field 
day about this subject. 

Pen GOL os hire: Chairman, IL do not 
think you get what I am exploring. I am looking at it 
from the business angle. 

You mean who has got control of the output of the field’ 


No. “hat I mean is, you have told us in order to stabilize 


ape ET | > ae pee 
Ae oye Ame 


T=2 
13 


&. H. Mayland. ~7659- 


the markst, the selling price of refined products is 
whet I am talking about now, there must be % reserve 
that will stabilize your sup: lies of crude so that you 
are able to continue to supply your customers? 

A Yes. 
If you are not able to continue to supply your customers 
and there is a question on the part of your customers 
that you may not be able to give them gasoline, what is 
going to happen to your marketing company’ Is it not 
going to be disorganizeds 

A “hy certainly. 

ts And who is going to get them customers? 

A “ell, our opposition. 

< Your opposition. And that has nothing to do with Gonser- 
vation? 

4 if they have enough. But if they are going to be in, the 
same positionas us, they are going to suffer the same 
vay as we are. 


That is assuming they are in the sme’ position. Mr. 


£) 


Nolan has got up for his Company and said after their 
recuirements are supplied we will sell the surplus. 

4 *@ll,.ur. Plotkins, +¢-have. got. to be fairs 
yes, certainly ve want to be fzir. 

4 In these things. If you are producing, if you ask for 
So much and you get that you are not going to sell below 
whet you have asked for. But if you have produced more 
than you have asked for from the Conservetion Board you 
are going to offur it for sele. 

3 But, ix. Mayland, is it not in the pover of the Imperial 
Oil and the British American, who h-ve contracts, to foresee 


the future sufficiently so as to heave enough crude 
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available to take care vf that little margin of unfore- 
seen chance? 
A Oh yes. If they have it for sale. They are in a position 


to say what price you shall pay for it. 


poe 


But apart from price, that in the last analysis will 
dictate the price. But I am exploring the business 
condi tions? 


& That is exactly what we were talking about a while ago. 


£D 


As when you asked for that much from the Board they say 

they wash their hands when they make up their guota of 

20 or 1000 barrels, whichever the different refineriss 

recuifre. 

TH: CHAIRMAL: To give each well its 

allowable?’ | 

A They say they are through and the Companies that can 
produce that, whocvsr it is, has got it under contract 
or produces it out of their own well, have gat the selling 
Or 1%. 

& 4 statement has been made with regard to selling by Mr. 
Nolan, and I say you should make yourself familiar with 
that. He wus speaking on behalf of the Imperial Oil 
Gompany in the course of this Inquiry, and the British 
American Oil Company made a similar statement: 

A Yes, I read the article, where sir. Nolan said that they 
would sell. 

G Pee ee LOT LESS They sre selling now’ 

THES CHAIRMAN: The precise statement and 
not the newspaper report shoulc be made quite clear to 
everybody’ 

A Yes, we are buying,iir. Plotkins. 


O “hat would be the position of your company tomorrov if the 
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Imperial said ™.el1l1 now, due to the Canservation Board 
or due to anything else ve find ourselves ina position 
where we have not got any more erude than vhet will 
take care of our requizsements. ‘e are very sorry but 
we cannot supply you for the time being." ‘hat effect 
would that have ultimately on the selling price of 
refined products? 

4 It would throw us to some other market. ‘e wnuld have 
to go some other place to buy orude. 

a And what would that in turn meen to the selling price of 
gasoline? ‘ould it not be you would just have ty re- 
ea culaue your Gost und get a higher price for; your 
products? 

A No. On the basis we have to sell it now, it is not a 
Galculation at all. It is just buying and selling 
equal at the other man's price. 


You would just buy it to meet the competition? 


&O 


4 You can leave the pencil alons. All. you have to do is 
to buy your crude and sell it to meet your competiton. 

s You mean *oc*y undar present conditions that because 
there is no profit there is no use in stepping at the 
present time to calculate costs and profits. I realize 
that. But I am not referring to that at all. I am 
trying to point out for the Commissions's benefit what 
constitutes competition, whet makes the different 
situations and what effect they have on price. Now 
you are buying crude todey and we are assuming you will 
not be able to get enough. You get 300 barrels or 500 
barrels - now before I go on I Am assuming you sre not 
going to let your business go, you ere going to carry on 


at a loss. On th-t a*sumption I am assuming you can go 
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down to Mont#na and you buy 500 barrels to take care of 
your requirments. That 500 barrels will mean a higher 
cost of the refined product. But forgetting about selling 
price. I am talking about costs? 

4S NGS 

al You are going to continue to do that no matter what the 


situation is, you are going to compete in that market 
because you heave an investment thst you want to protect 
and you hepe that a little later on conditions may change, 
Penot. that fair: 


A Yes, it has got to be done. 


SB 


“hat would be the position of the opposition, knowing 
that they coulé put you in that position through their 
efforts or through someboéy else's efforts,’ either 
through maladjustment of the Government or through 
ican orn trickery, would it not make it. possible 

then for thet company to keep the prices up or to keep 
them down at will? In other words, they have full 
Gouurol of the price. 

A Melis of course, as Ll have related it would be, %» their 


interest to kesp the price of crude up. 


cp) 


The price of crude up? ‘“hzt about the price of gasoline? 

Iam talking now in general. This is only a temporary 

Condition where prices are dovn, but in generel what are 

Tae ‘prices of gasoline’ 

A I ean only speak of third structure, thet is all we are 
Manufacturing. Our belance sheets show very close margins. 

S ‘iell you won't go as far as to subscribe to the fact 

that I believe in your business cGxperience you knov to 

be a fact at least that by keeping the market in an 


uproar, you allow no one to consolidate its position, 
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and you can dominate that market? 
A Well the market is controlled on the same basis as any 
Other market. It is controlled with the big purchaser 
and the big seller. That controls every market, the 
livestock market, the stock Let ana everything is 
controlled on that basis. So I presume the oil markets 
are controlled the same. 


Is it not your experience for the last six to seven years 


> 


Our markets here have been - I mean you as a refiner and 
@ producer you have hever known where you were at from 
one month to the next. is that not the experience? 

4 They fluctuate a great deal, yes. 


You have not: only had business factors but Government 


a> 


factors and other factors that caused the Alberta Oil 
Situation, insofar as the independent is soncerned, to 
be in constant flux? Is thet se correct statement’ 

A Now, Mr. Plotkins, I am going to tell you 1 do hot bother 
Sc much about them things,as I do about the balance 
sheet. 

q I guite realise that. But, Mr. Mayland. the balance 
sheet is only a reflection of conditions, is that a 
fact? 

A Yes.. It is based on whst we know. If it does not show 
up I get my men in and want to know the cause of it. 

a Has your men in the last few years told you thai conditions 
are upset’ and nothing stables 

A Well as I say it just narrows down to the thing that the 
erude costs too much and the competition is too keen. 

The prices that they have got to go out and meet is toc 


iwi thet 1S Way there.as no Margin. 
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"as vhet always a fact that the prices you haa to sell 


at were too ow! 


heres a time when thers vas a good margin? 

Yess It is getting worse all the time. 

THS CHAIRMAN: You think the crude is 
too hign and the gasoline price is too low? 

iar Coe EM Sg At the present time. 
ns CATREAN: Thet, DLihank) V6) the 


effect of the witness' evidence. 


iy PLOTEINS. nee 
ie oe Tait: There. is no proper releticn 


betveen the posted price of erude and the tank waggon 


prices of the thire structure commodities? 


om 


POL wonere Ls nothing Left when. you, get, throughs 


Pie Sean .hen you say thira structure 


that applies equally to kerosene and the other products 
you manufe sture* 

Yes. 

And other indepsndent refineriss ~anufacture? 

Ya 'S« 

‘het about 4 Ster 
I c&nnot talk of that. 

“hat is your hopes at the present time of building a 
cracking plant? 

‘ell our hope is to have all the commodities to be able 
to «meet them on their own footing. 

The snginsers you have in your employment have no doubt 
given you a picture of what position you “ill be in 
after you heve made the investment, erected your cracking 


plant and incorporat:d it into your present organization. 
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Does that show very good margins under the present 
prices and what your probable cost will be, insofar as 
standard gasoline and ithyl? 

Yes. 

Lt doses? 

The trouble with anybody making third structure gasoline 
they have to waste too much. There is too much of it 
going in the sump, and you c@énno~ sell it. sith a 
cracking plant you can recover that. ‘shat we are losing 
the other man is gaining. That is the position we are 
in today. 

Yes, ture Mayland. and is not the margin, I mean does 

not the picture at the present time show you there is 

a considerebly better margin in manufacturing 4 Star, 

at least standard - I am sorry - standard gasoline and 


ithyl grades*t 


“nat is the reason for that? 

‘ell the reason is thut there is not as much on the market. 
44 is easier to handle. It is easier to control. 

You meen there is not so much competition? 

Yes. 

The reason there is not so much competition is at the 
present time only the major companies are in a position 
to manufacture and sell these to products? 

It costs money to put in a cracking plant. 

Because of their ability at the present time to control 
the saie of these two products they have been able to 
maintsin a very wide spread as compared with third 
structure and other grades? 
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e That is @ correct statement? 

x) Yes, it seems that way. 

a At the present time what the major companies los® on 
selling third grade and other distillates at a lower 
price than what norma lly they would get, they are 
recouping in the higher price of standard and #thyl? 

4 bell I am not able to answer that. 

& “Ould that be your assumption‘ 


bee GES Davai: Oh well, we do not aap 
about that. 

MR. FRACLSY: You appreciate, Mr. 
Chairman, we will havs to content ourselves with Mr. 
Plotkins' statement and assurance thet he has in mind 
always our particular problem, nemely the posted field 
price of crudo. One cannot help but think he is going 
unnecessarily into marketing problems which have to be 
repested. I simply call attention, really Mr. Plotkins' 
attention to it so there will be a constant effort to 
keep the matter directed to whzt we are now engeged in, 
and not get too far afield into marketing problems. 
Vite TALS s \-@11, Mr. Frawley, and 
Mr. Chairman, the price at which we sckl our products 
is the basis for tne field price of crude. How oan 

you disassociate thes. when they have @ direct bearing. 
my business, before I can even say what it costs me to 
produce a gallon of gasoline, or what I can afford ts 
pay for crude, I first must know what I am getting for 
my product, anc bwing that competition brings it down 
to a cert@in price that has a direct relation on the 
cost or to the price that I can afford to pay for 


erude. So I do not know hov I can make any distinction. 
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I think Mr. Fravwley's trouble is that he hss not as 

yet appreciated the true position of the industry, and 
that is why he believes that I am going far afield when 
ectually they are vital matters that concern the price 

of crude in Turner Valley? 

ies. PLOotKins, T-think you ought, to call Mr. Boyd, “ir 

you want to ask such questions as that. Mr. Boyd is 
carable of giving you the answers of the different 

ccsts of the diffsrent products. So, therefore, I do 

not think I should be asked the question. 

Mas” PUOT ol hos Well I will ask iir. Frawley 
if he will be good enough to get Mr. Boyd to come. 

‘hen T.esked you this morning to come up 1 did it on 

the spur of the moment. 

THi CHALHAN: what, is ur. Boyd's? position: 
He is the manufacturer in the field and superintendent of 
the plant. He will be up here later. 

aoe LOL INS < There was no intention 
when I called Mr. Mayland this morning of disregarding 
Mr. Frawley. I done it without even thinking about it. 

I thought Mr. teyland was sitting here and I thought 
there was an opportunity of hearing him. There was no 


Slighting Mr, Frevley. 


-[-thought I was just going to be asked on the price 


of crude. I have a golf game on. 
TH: CHATabAn: &Bndg@ we are sitting overtime 
to see if we can finish with you‘ 
I-would sooner vou would finish with me if you can please. 
the PLOTsINS: Phat Ls ails 
=" NOLANE There is only one thing.. 

\ 


Mr. Mayland, when you say $1.00 for crudc, whst gravity 
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do you meen? 

It is based on 43. 

On the pipe line run? 

Yes. 

That is44 gravity: 

Yes. 

Is this a summary of your evidence, thet ve may t:ke 
from our Turner Valley enough to serve the market 
providing always it is ultimately produced and may be 
moved at a price that will put it into thet market’ 

Put it into wheres 

Into this market‘ 

hes. 

What I am trying to get at is this, if our production 

is 25,000 barrels per day and ve are salling it at ,1.15, 
and it is moving at thet price, there is no good in 
reducing the price to {1.00 or 21.10 or ,1+615 if we 
cannot sell any more than thet 25,000 barrels. 

Yes. But there you come right back, «uv. olan, to the 
conserve tion alloveble which I do not agree with. 

Yes, but the field will only produce so such’ 

¥Yés, if the field will only produce so much and you can 
sell it lodally, you do not need - you gan sell it at a 
Price to meet the compe tition that comes in. 

Vhat I am saying to you is that, if it is 45,000 barrels 
that the field will produce and you can sell it st jl.ed0 
there is no need to reduce th2 price to ,1-00 because 
you are selling it anyway. 

If thet is all the field will produces, yes« 

But the field will only produce what the Conserv: tion 


Board will permit it to produce? 
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Yes. 

So what the field will produce is what the allowable 

of the Conservation Board is‘ 

Yes, mre. 

If we can sell what we are now producing at ,1.20, it 
would be idle to reduce the price would it nots 

Yes. If they won t produce enough to let us go out and 
take care of the market, there is no use of us putting 
down the price if we cannot have the gas to sell. You 
are porfectly right. 

The point then arises as to whether ths producer, the 
ordinary independent producer would be prepared to go on 
drilling and to complete the wel} he is now drilling 

if the price of erude were 41.00. That is something we 
do not Know about? 

No, you do not know. 

we do not know now what the effect would be on the future 
development of Turner Valley if the price of oruds was 
$1.00? 

Oh. there is not any question. 20 cents is not going to 
stcp theme we are going to drill and you are going to 
drill and everybody is going to drill for %1.00 oil. 
Perhaps you aie right. 

Mx. FRA: Ley: I have about two questions, 
Mr. Mayland. I was struck with one thing you said in 
answer to Mr. Plotkins that if you could not get a steady 
supply so as to give you a working surplus, that the 
refined markets would be disorganized. Tht seems 

sensi ble? 


yes. 


As I understand it a11 you have to do to be sure that you 
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get encugh o11 is to go to the Conservation Board and 
say "My market demand is s0 much for fhe next year," 
and they would add this to the field allovbley 

A No, you are all wrong. “@ have said that but we do not 
get it. 

Q I do not want to attempt the impossible. But putting 
that aside for the moment. Let it wait until there 
is some explanation of that? 

A wes. 


a Put thst sside please for the moment. That is all that 
should be necessary. Assume with me that the Board is 
always willing to allow the full mark:t demand to be 
produced. Assuming that. 

THE CHAIRMAN: Consistent with good engin- 
eering practice. That has been definitely put forward 
I think, on behalf of the Board. 

ay MR. FRAVLSY: All right. Assuming now 
thet the Board permits the total of all the mark-t demands 
to be produced, unless it is not cohsistent with good 
engineering practice, assume that. Then the refiner has 
no worry at all has he? He should not have any worry? 

A Yes, he has. 

C what is the worry: 

You see in the first place you ereate a monopoly. 


Ho wt 


> D9 & 


You allow the people that can produce it to produce just 
So much. saverybody can produce so much. Then you are 
compelled to go and buy at whatever the man that produces 
it wants. If you cannot produce it yourself or the man 
who would sell it to you cannot produce it. You allow 


the other men to go in and grab it up and say "You pay 
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so much". 

In other words, if you heve wells which you ean produce 
you think beyond the allovable fixed by the Board, there 
is where the restriction comes in’ 

If I was not drilling wells and I did not have my wells 
being drilled and I did not have contracts, I certainly 
would not build a cracking plant and spend the ioney I 
am spending. 

vhy? 

Because IJ would be at the mercy of somebody else. 

Always assuming that the Imperial will sell to you..... 
Not the Imperial. FI am not saying the Imperial any more 
than the BeA., and -verybody else. But Anglo-Canaaian. 
They are all placed in the same position. Supposing 
Snglo-Canadian said "Vell we won't sell you vil. You 
Gan produce only so much and ve can produce so much, 

but we will sell it for less ianeen out we will not sell 
it to you." 

I see what you mean. You go to the Boarc and say"I want 
2000 barrels a day added to the field allowable," and 
the Board does add that. Then the people who are 
allowed to produce it won't sell it to you. 

The Anglo-Canadian produce it. \e go to themand say 

""e@ want to buy so much and we will give ypu the field 
Price." They say “le want 51.25." Say the price is 
wle00. %e won't pey it. Then they say "sell we will 
send it to Manitoba." 

Bee PRA LY The imperial and the B.s., 
have made their position very clear, and it is not any 


such position as that. 


TH: GHSIRMBN: You see, ur. heayland, it 
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may be all right or all wrong ir your view, but at any 
rate the refiner should be entirely femiliar with, not 
with any newspaper report, but with the precise vords 
employed by ™r. Nolan in his considered statement on 
behsif of his clients as to whet he will do. If you 
have not read it an should. 

A At what price? 

& It is the given price. If you will read the statement 
you will see the designated price is theref 

A The field price’ 
¥es, I am not going to attempt to use any vords now, 
but his statement is there and it is thers to be read. 

4 Meonvno. ulLlok it seid Lield prices. 

fed It is said to be the weighted aversge field price plus 


transportetion and vhatever else there may be in the 
statemerte If the refiners are not content to read what 


Wey Gl Sisle.e 66 


fees SLOTS ENS S I think the aifficulty with 
Mr. Mayland is that I think he has reed that statsment 
fairly, but the trouble comes in because the Imperial 
SAVS...6.s 

TH CHA Taian: You may not assume What ir. 
Mayland has read or wh-t he has not read. He is quite 
Capable of saying whet he has read. 

of RN 2 08 Ld SY RL In the Valley the position 
iy. Maylend finds himself in is that he is not able to buy 
on Mr. Nolan's statement, for the reason they have intro- 
duced a new angle, a covering charge or a handling charge, 
that won't permit him to go to that well. There is sore 
than just words in this business, mr. Cheirman. That is 


the problem. 
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THE CHAIRMAN: “ell I cannot spesk as to 
that. | 
tow FLOTAINS$ That is a new situation. 
THs CoAT RMAN: If there is some special 


Situation pertinent to Mr. Mayland, Mr, Mayland should 
perhaps have been here before, and would heve perhaps 
introduced a statement with regard to himself. For the 


present we will adjourn. 


(At this stage the Hearing was adjourned until 2.15 P.N.) 
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2:15 P. M. Session. 
THE CHAIRMAN: ALI Lent: 
MR. FRAWIEY: Are you going back, Mr. Plotkins? 


LEON L. PLOTKINS, having been recalled: 


THE CHAIRMAN: | All right, Mr. Plotkins. 


A I have glanced through a transcript of the evidence taken 
before the Agvicultural Committee in connection with Bill 
No. 1, "an Act for the Conservation of the Oil and Gas 
Resources of the Province of Alberta", and while I have 
not gone through it all, I found one significant paragraph, 
it says here? | 

MQ. You will remember that section 8 of the Actf, 
now this question was put by Mr. Smith, counsel for the 
Conservation Board, to Mr. Mahaffy, who was at that time 
representing the Gas and Oil Products, who were making 
some representations before the Agricultural Committee, 

'Q. You will remember that section 8 of the Act 

"under which that Act and subsection join, reads 

"ag follows: ‘'Prorating the production of petroleum 

"or natural gas from the wells in any area to the 

"economical markets available in such a manner that 

"aneconomical reduction of price is not brought about, 

"and in such a manner that an equitable share of 

"markets, petroleum or natural gas, is available to 

“each person's well' so that perhaps you will agree 

"with me that if the Board did pass their order to 

some extent on the market, they were doing exactly 

"what they were ordered to do by this legislature. 

"T am not saying it is right or wrong, but they were 


"doing what they were told to do by the very act 
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"itself." 


Now, I do not know 
that the Board, that this Board has any conception up 
until now that that was one of the duties of the 


Conservation Board. 


THE CHAIRMAN: Under another Act. 

MR. FRAWLEY: Under some other Act. 

MR. PLOTKINS: Well, is this the old act? 

MR. FRAWLEY: Sure, that is what he says. 
WITNESS ; Now, I have not had time to go 


through the rest but I am convinced that Mr. Knode, in 
referring to the present Act, made it very clear that he 
Considered it his duty to carry out the same in connection 
with this present act. 

MR. FRAWLEY: You had better find that) out. 

THE CHAIRMAN: I speak from memory only, 

Mr. Plotkins, and, subject to correction, but the discussion 
you are referring to took place before the present act was 
passed. 

A It was being discussed, that was, in connection with the 
passing of the Act, and I questioned Mr. Knode very closely 
at the time to have him admit that it was not fair, or 
that prices should not be taken into consideration when 
it comes to distributing the production in Turner Valley. 

Q THE CHAIRMAN: It seems beside the point, 
because whatever Mr. Knode's views as to what should be 


or should not be, that is not in the present Act? 


MR. FRAWLEY: Noy cobb is certainly not, Mr, 
Chairman. 
THE CHAIRMAN: So that is the end of it, even 


although Mr. Knode thought it should go into the Act, 
it is not there. 


A Very well. 
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THE CHAIRMAN: “Will you, at your convenience, 

get us copies of that present Conservation Act. We have 

them in the Statutes, of caurse, but if you have them in 

pamphlet form it would be more convenient. 

MR. FRAWLEY: ‘og Mee Erwiahe 

WITNESS: Now, I want to file with the | 

Commission the Oil. and Gas Journal, the issue of June 16th, 

1938. | 

and the name of the magazine is, "The Oil and Gas Journal"? 

"The Qil and.Gas Journal." ss 
(ISSUE OF "THE OIL AND GAS JOURNAL 
PRODUCED AND HERE MARKE® EXHIBIT 
Ae a) 

THE CHAIRMAN: _. Now, Mr. Plotkins, you are 

referring to , particularly, I suppose, to some page?* 

Yes. 

What page is it? 

Pages 38 and 39. 

Yes? — 

On those two pages, across both pages, we have some 


information here which I believe should be brought to the 
attention of the Commission. ‘The heading of this 
information is "Comparison of assets, Liabilities, Current 
Position, Capital and Rarnings of Major Oil Companies in 
1937", be 

Yost. 

And I see here under "Standard Oil of New Jersey", I am 
going to recite some figures because they are very 
pertinent, to show the scopo of the operations of Standard 
Oil of New Jersey and to show how insignificant this field 
ana the oil industry in Alborta is compared to even that 


one company's operations, and I will allude further, after 


AMY 


. o< BPiletkins,. -7677 = 


I have read the figures, as to what I om trying to 
point out. 

"Rarned surplus, 482 319,996.00." 
THE CHAIRMAN: What is the heading? 
"Harned Surplus". "Capital Surplus, $80,249.685,00"; 
"Total Current Liabilities", $237,139,231.00; "Indicated 
Net Working Capital", $434,929,054.00; navase Operating 
Income", $1,2308,900,351.00; "Depreciation, Depletion, ete.", 
g119,763,088.00; now, all Pane figures are for Fs ae 
1937. "Net Income”, $147,9993,147.00; "properties, | 
Plant & Equipment”, $2,502,260,646.00; "Net Fixed Assets", 
$1,193,534,803.00; "Permanent Investments and Advances", 
$125,941,845.00; "Cash and Marketable Securities", 
$205,933,070.00; "Inventory Crude and Refined Oils", 
$245 ,957,968.00; "Total Current Assets", $672 06 8,285. 00; 
"Total Assets", $2,060,815,537.00; "Common Stock", 
$655,619,175.00; "Funded or Other Long Term Debts", 
$129 , 268,807.00; 

Now, that is the parent company, 
and the subsidiaries in a good many cases are carried at 
a dollar in the books; assets of hundreds of millions of 
dollars are not reflected in the figures I have just read 
to you. 
MR. NOLAN: Are you making that statement 
because of what you see on those pages? 


No. I make that statement because of the information which 


’ 
I have gathered from time to time where the Standard Oil 

of New Jersey made reports or returns to the State Department 
in Washington, and I have seen statements of the Standard 


Oil of New Jersey, they are available in Calgary, where 
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they show leases and concessions and eee enterprises 

on their books at 1,00. 

Subsidiaries carried? 

Subsidiaries or interests of one kind or another. Now, 

we have here, I am not going to read all the figures 

because they are probably too tedious, and I do not believe 
they are necessary for the purposes I want to put them to; 
one of the subsidiaries of Standard Oil of New Jersey 

which is shown separately, that is the Humble O41 & Refining 
Company, and that is just one instance, "Net Riked vas aoet 
of $269,905,259.00, and that is only one of the subsidiarios; 
in other words, Standard Oil of New Jersey is a world Empire, 
it is an organism, it is not an ordinary company, and the 
same as a government or the same as any big organization, 

it considers its interests paramount, it stops not at the 
ordinary means of the individual governed by morals or by 
evonomic necessity, it does what any government would do 

for the safety of its own country, it has spies, it employs 
methods that in its own judgment it figures is justified, 
Now, when I said yesterday that there were two aspects of 
the Standard Oil of New Jersey, one the commercial aspect 
and the other the racket aspect, and I meant by "racket", 

I do not know of any better word to better describe the 
functioning of that other side of the business, any more 
thin I could better describe the same functions carried 

on by the secret service of a country to protect the 
integrity of its investments abroad; in other words, any 
country such as Canada or the British Emp*re or France or 
England, it earries on the same activities through the 

means of commercial attaches, through the means of its 


intelligence service abroad, and it employs spies and 
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counter spies, why, because it has assets, property 
interests to protect, which probably under present con- 
ditions is the only way to do so; now, the Standard Oil 
of New Jersey is in exactly the same condition, and more 
so because it has to cut across International lines, 

it owns properties all over the face of this earth: the 
Oil business is only one aspect of its activities, and 
there is something else I want to point ovt , that, 

while the figures which I have read, seem huge, probably 
beyond the ordinary man's comprehension as to the scope 
of those activities, they in themselves are only 4 part, 
the Standard group, Peaeti from Standard Oil of New Jersey, 
are engaged in almost every conceivable type of enterprise 
from Banks, insurance companies, finance companies, 
industrial establishments, Maritime enterprises, running 
into the hundreds and hundreds of millions. Now, while 
there is no direct legal connection, the same group of men 
control the destinies of these various enterprises, ‘so 
that we in Alberta here, when we start to investigate or 
we start to regulate or to control, we are up against a 
real problem, and I just want to point that out to the 
Jommission, because it is no ordinary business we are 
dealing with, and as a result of that statement, ordinary 
methods of appraoch and control will not apply and will 
not be effective. Now, maybe I have gone too far in 

that but that is my sincere opinion, trying as I am to 

lay down a foundation for some major industry controlled 
by Canadians and for %ur own benefit, at least to the 
extent that we must consider ourselves, charity begins 


at home, and without doing any harm to anyone else, we can 
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certainly protect our own interests and in protecting 

them we are somewhat in the same position cs France or 

Spain where, when the activities of the Standard Oil 

group of companies wer? investigated some five years ago 
with a view to oreventing a monopoly, France, I happen 

to be familiar with it, made a study of it, after 
investigating the ramifications of Standard Oil, decided 

it was no ordinary situation, decided that laws were of 

no use against a combination of that kind, and as a result 

of three to five years' intensive study throughout the 

world, the government of France finally decided to make a 
proposition to the american Oil companies, and the final 
result was this, the American oil companies -are allowed 

tO Operate in France for a period of 15 years, in: the 

course of that 15 years they must erect modern, suitable 
refineries, Suitable storage, suitable distributing 
facilities, equip them and stock them to take care of the 
country's needs in peace as well as in war, and every year 
increase the percentage of technical and commercial personnel 
with French eitizens, and with the view that at the end of 

so many years the direction passes gradually into the native, 
under native control, and the rate of return that they are 
allowed is sufficient to make it we’l worth while for the 
different Standard companies to operate under them conditions 
and the result that is sought and that will be obtained | 

is that at the end of 15 years these companies will walk 

out of France leaving everything as it is, with no further 
compensation, and the personnel in charge will tuke over 

for the benefit of the French people; well, now, in the 


meantime it is provided in the law that French capital 
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will then raise sufficient money to take over the enter- 
prizes that are left at the end of 15 years, and in that 
way they will nationalize the industry without having 
government control or government operation. Now, why 

did they come to that decision, because they had attempted 
through laws for years to prevent monopolies, and they 
found themselves up against a tree, and there the difference 
of language would make it all the harder for the American 
sompanies to acquire that position in France, but here with 
the similarity of language and customs; all the easier, 

so that my purpose in reading those figures----- 

THE CHAIRMAN: Tet us examine that, you read 
those figures to show the strength of the foreign corporation? 
Yes. 

And you associated that with the evidence you have that 

it is the parent company of Imperial Oil which in turn is 
the parent company of Royalite? 

Yes. 

All right that far? 

Yes. 

Now, then, as, of course, you know, we are not commissioned 
to ascertain as to whether or not we should have business 

or social relations with foreign companies? 

I realize that. 

But we are commissioned to fini out whether this is a fair 
price; now, living as we do, in a country adjacent to the 
United States, it is well known that all industrial enter~ 
prises, at least in many of the great industrial enterprisss 
in Canada, it is United States' capital? 


Yes. 
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Q 


DQ 


And you see many things made in Canada yet you know that 
the real parent company is in the United States? 

Yes. 

And that is not just true of the Standard Oil in the oil 
business, it is true of many industries and will continue 
to be so for many years to come anyway? 

Yes. 

all right. Now, we are here exercised witth what is, I mean 
at the moment we happen to be speaking of the field price? 
Dean sully ireterring. ‘to field price. 

And I am quite of the view that you have expressed, and 

I think everyone is, that it cannot be disassociated from 
Bihier phases of this, but for the present only, for the 
present minute, not seekiug to disassociate it from 
marketing and refining and all the other considerations 
whioh have to be taken into sheceo ties in arriving at the 
fair field price, what we ere concerned wihh at the moment 
ie this ‘or Geitthis mot a fair Field price? 

Yes. 

Now, I want to be clear, no purpose is to be served in 
villifying anyone, aud I do not suppose that is your end 
or aim? 

No. 

If the Standard Oil Company of New Jersey is the corporation 
that has the say as to the field price? 

Yes. 

For my part I would not hesitate in saying that it was a 
fair price, if it is established that it is, just because 
they set it? 

No. 


Do;you soe any reason why that should not be so? 
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No. 

Our dusy being to find out just that it is a fair price? 
Am I to understand in your remarks that the mere fact that 
they ares a big company has nothing to do with the situation 
if the price is a fair one? 

Nor yet a foreign company? 

Nor yet a foreign company, and I quite agree with that, and 
it is not my purpose to label them as foreign or big as 
Such, but it is my purpose to show that big business, when 
it attains such magnitude loses sight of these things, I 
mean they know----- 

Assuming that to be so and assuming that your contention is 
right as to the means taken by the country and by these 
large companies to keep informed, assuming thatis all 

tue, assuming @1]1 that, I'de not know whe ther it is er is 
eu. DL assuming it is true for the purposes of our 
discussion, what does it matter if they put a fair price, 
on the products here? 

Mat is true; Sir, but I maintain that it 1s: notwe fair 
price. 

Oh, well---- 

And the reasons are that because the company, because of the 
magnituie of its operations has succeeded in enforcing for 
its own benefit, that is the benefit of the Standard Oil 

of New Jersey and other Standard Oil companies, a situation 
which gives them a monopoly where they can set the prices; 
in other words, where they can create conditions to suit 
themselves and that is the problem that this Board is going 
to have to wrestie with. 

All right, let us expedite it, you need not take any more 


time establishing to our satisfaction, that the Standard Oil 
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of New Jersey is a very large corporation: and that its 
head office, and its place of business, its head office 
and its main place of business is in the United States of 
America, we accept that instantly? 

Yes. 

Now, it mey be or it may not be, it has not yet been 


established, that they do take a hand in fixing prices in 


Turner Valley for crude or in respect of the refined products 


that come from Turner Valiey, as sold to the consumer, 
they may have to do with the marketing of it but I mean 
that we do not know as yet? 

No. 

All right? 

And that is the purpose---- 

Right now what can you tell us, and you have had wide 
experience and apparently have given a great deal of 
consideration to the subject, what can you tell us that 
has & bearing upon whether or not these producers down 
there are getting too much or too little or just right, 

I mean what will bolster up this figure, if anything, that 
you have in mind, whee Will. I. say, bolster it).up,waat 
will ada force to your bare statement that $1.16, for 
example, for a certain gravity of crude, will be right, 
what helps us, you see, we do not care anything about any 
private vendettas or where you each put your spies and all 
that, but we want to know about these prices; now, 2% 

has no force that they have used bad tactics here and 
there or somebcdy else has, if in the subject matter of 
our Inquiry we have fair prices, and we want to know it, 
and if they are unfair we want to know it? 


Mr. Chairman------ 
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We do not care about-—--- 

What is a"price"? 

What is a "price"? 

Yes. 

Well, have you no idea, because if you have not I am not 
going to try and enlighten you. I am here to be educated 


about these oil prices and not to give education. 
tf am not asking you to give me any education but I do 
think that we have to start with a premise in order to 

try and find out what we want and a "price" is only the 
value that we give to Bn article under the circumstances 
that we want it. Now, whoever has power to affect those 
eeecumstances controls the price. Li em going) to refer 
back to the war. i was) in the Balkans during tae war. 
Corn was wor-h $1.00 a pound, which meant starvation to 

the people. because $1.00 in that country was the same as 
$20.00 here. Why? Someone was able to torpedo the boats 
to make supplies difficult, the result was that while 
people wanted and needed corn, circumstances had been 
created beyond the power of the people in that peninsula 

to change or to affect them, and the result of it was that 
corn was selling at $1.00 a pound. Now, in the same 
situation in this country or anywhere in the world with oil, 
what makes oil worth $1.10 any more than 50 cents, any 
more than (35.00? 

Yes? 

Because somebody, group, individual, in some cases Lhe 
only an individual, it depends on the circumstances, if it 
was an island, it might be only an individual that could 


corner or could put himself in the position where he would 
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control, where he would have control of the supply. 

Yes? | 

All right. Now, we have oil, a world commodity and one 
of the commodities that the prices are closely regulated; 


now, what regulates prices; the fact that for the last 


70 years someone had the foresight to foresee the conditions 


which were going to develop and was able step by step, 

day by day, year by year, to keep controlling the factors 
that might affect or change that price so that to-day 

what determines the price in Turner Valley is the fact 
that some individual, combination of individuals or groups 
in Tulsa or/and in the Gulf or/and in California or/and 

in some other places in the world, have been able to get 
into their hands sufficient control of that commodity 

to dictate the price and because of that power and that 
achievment, and because of this group's ability to control 
not only the erude itself but the means of distribution 
through railways, through refineries, through marketing 
outlets, because it is to be remembered that they control 
the tank cars, the railways do not own the tank cars, 

and as an additional chain in the link of control, the 
tank cars is a big factor, which has not been discussed 
yet but it will come up, so as new fields are developed 
and they acquire sufficient control of them, they maintain 
their general control and they are able to maintain the 
price either in alberta or in Tulsa or in China, and 

that is the maximum price that they are able to maintain 
under the given circumstances, so that it comes back to 
this fundamental principle, the price that we pay or the 


value that the Imperial Oil has set on Turner Valley crude 
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is the highest price which can be imposed on that commodity, 
not the lowest. | 

THE CHAIRMAN: The highest price? 

The highest, yes, because the object of the oil business, 
the same as any other business, is to get the most out 
of the efforts which we employ, so that there is no 
hesitation on my part to come to the conelusion that 

the Turner Valley price at the present time is the 
highest that the Standard Oil Company of New Jersey, 
having in mind all the considerations which affect the 
price, can impose on that crude; in other words, they 

in their best judgment, they cannot see how they can 

peL anymore for it, 

That is to say you say that in your view the posted field 
price is as high as they can----- 

Successfully maintain. 

Yes? 

wes. 

And is it your thought that their reasons for taking over 
this oil at a high price is so that their producing 

eee ent may benefit or what? 

No, in the scheme of things under the Standard Oil 
organization, the refineries do not benefit or do not 
lose anything whether the price of crude is $1.50 or 

50 cents; 

It is passed on to the public? 

No, what I mean by that is that the function of their 
refineries department of the Standard Oil unit is to 
take the crude and refine it at the least possible cost 


of refining, having no regard as to the original cost 
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and having no regard as to the Be ee ate except to 
the extent that if some products are more valuable than 
others, they may make extra efforts to extract then, 
because the sales department says they are more valuable, 
but in themselves the refining department is not con- 
cerned with ultimate costs except refining costs; in 
other words, the Standard Oil system is very simple, 

they pit one phase of the industry against another 

for efficiency, for what reason, to increase the profits 
because the market, I mean conditions decide the top 

price they can get for the refined products; the more 
they can make every unit in the organization be efficient 
and reduce its: costs the more profit there is going to 

be out of every gallon of gasoline because even: the 
production department is ruled by the same system and 

the same considerations; the production department's duty 
is not to worry as to what crude is going to bring, 

that is for the general head office to worry about, it 
has to worry how to produce that crude for the least 
amount of money irrespective of its value or any other 
considcration. 

I do not understand you, you say that it should be the 
object of th: crude department to produce the crude oil 
for the least amount of money? \ 
Yes. \ 
Then why would they be out posting a higher field price 
where they are buying great quantities of crude? \ 
True ---- B 
They are buying more than they are producing, are they not? 


No; on the face of it they are, but actually they are not. 
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Q At any rate, I suppose it is common ground they are buying 
avery great deal? 

a They are buying a very great deal but the principle of 
the Standard Oil of New Jersey or any other Standard Oil 
or any other large company, whether it is the Standard 
Oil or any other company, is not to buy any more crude 
than is absolutely necessary for the reason that Mr. 
Mayland announced this morning, there is a profit in 
producing crude, for the reason they buy, they are 
forced to, in the first place, because they cannot 
Supply themselves for the time being with all their 
requirements; secondly, they may not be in a position 
to produce it as cheaply as they can buy it, but on 
the average they are in a position and they put them- 
selves in 4 position to make a profit out of the crude, 
why, because there i: a profit, at the prices they 


are able to put on crude. 


(Page 7690 follows.) 
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THE CHAIRMAN: There would be more profit 
if the posted field price was less? 

More profit? 

For them? 

No. 

You just said, and I want to understand it as you go 
along, and while your broad and general statements are 
very interesting, we have got to understand them ourselves? 
I understand. 

In this field one of the things we have heard a great 
deal about was how the whole field had been tied up 
with contracts by the Imperial Oil, under which the 
Imperial contracts to buy and pay for all the oil that 
is required from these various companies at the »nosted 
Pelaiprices You say first it’ is; the duty of the crude 
oil department of, shall I say with you the Standard Oil? 
Yes. 

Through its lesser companies? 

Yes. 

For the sake of this discussion, to buy as cheaply as 
possible and to get crude oil at least as cheaply as 
possible? 

To get, not to buy. 

In this field with which we are concerned it transpires 
that they are buying in a very large way? 

Well, of course, the evidence has not been closed and 
we will assume they are buying. As a matter of fact 
generally - now, t am only dealing with it in a general 
way because the evidence has not yet baen produced to 


give any other aspect than what the Commission has. 
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In other words, the Commission up till now has no 
information to lead it to believe that is not a fact, 
that the Royalite buys more than it produces. And 

let us understand what we m@n by buying. It is true 
I can as Lion Refinery or Lion Producing Company have 
title to two wells directly which would represent 10 or 
15 or 20% of the total. It is true also I may buy from 
10 or 15 or 20 wells in which I may have a sufficient 
interest, directly or indirectly, through subsidiaries 
or through investments or through any other method 

that would on my own books show that actually I am only 
buying 20% of the total, and the other 80% I have 
acquired through my own drilling, either directly or by 


purchasing an interest in other wells. It is not 


necessary to have a direct working interest because there 


are a million variations doing the same thing. So that 


the reason I say that, and I have very little evidence 


for that, but the reason I say that and take that assump- 


tion is because having come to the conclusion that that 
is their general system throughout their operations and 
the reason I have come to that conclusion is it is 
absolutely essential in the scheme of things to be in 
that position in order to make the most money. 

THE CHAIRMAN: What is the position, that of 
producers directly or indirectly? 

Yes, and to produce 80%, 75 to 80% of the crude and buy 
sufficient to create a market, and establish a price to 
justify other operstions. - 

All right, and you say thet obtains in this field? 


Absolutely. 
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Q All right? 

4 That is my conviction and I am going to have to sub- 
stantiate it. 
And the oil that is produced, the 75 to 80% is----- 

A Is their own crude or crude that they have an interest in. 

Q Quite so, indirectly as shareholders or otherwise in some 

other corporation? 

A Yes, by some method. 

So you sey as a starting point that it advantages 

the Imperial Oil or its parent company or its subsidiaries, 
as the case may be, it advantages them to pay as high a 
price as possible for erude oil? 

A Yes. 

and as a conerete reason because in the mgin they are the 
producers of that oil? 

A No, that is only one of the reasons. It is not @ means 
in itself. In other words, the Imperial or the Royalite, 
or rather the Imperial in Turner Valley, eould put oil 

down to 80 cents and it would not change the picture as 
far as their profits were concerned. For this reason, 
that contrary to what has been said here up till now, 
and I will have to establish that as the time soes on, 
it won't change the price of gasoline one-tanth of a 
cent. All right. Tf that is so why don’t they buwit 


down to 80 cents? 


Go 


Te price of gasoline? 
The price of crude. 
Yes? 
ro Why don't they put it down lower? For this reason. In 


the first place they must try to discover new fields. 
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They must if possible do it at the expense of the public. 
That is one point I want to’ labour. 

MR. FRALEY: Did you say they could put the 
price down to 80 cents? 

I did not say they could. I am asking why they did not. 
I want to see that I understand you. I thought you said 
80 cents a barrel for crude and then in answer to the 
Chairman you changed it to gasoline? 

80 cents a barrel crude would not change the price of 
gasoline. 

That is what I thought you said first and then you 
changed it? 

Now, we will take Turner Valloy as an instaneo, because 
that is what we are dealing with. As long as the 
Imperial or any other Standard company - well, we will 
take the Imperial, because it hapnens to be the Imperial 
that is in that field - if they had gone about posting 

a low price what would have happened. ‘.e probably would 
not have had crude to-day. Why? Because there would not 
have been any incentive to go out and prospect for crude 


or other otls. But by posting a high price and by euerging 


the amount of money that is necessary to make it attractive 


to go out and prospect for oil they were atle to create a 
condition that made the general public put their money 
into finding new oil production. as a result of that 
situation we find in Alberta the general public put in 
millions of dollars and what was the result. ‘Ye dis- 
covered first a lot of “as. For whose benefit? “fe 

know to-day the Royalite has the exclusive contract for 
the gas and the people in the main that out in the money 
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and discovered that gas field und who drilled the wells, 
what have they got? They ure getting a few cents 
dividends in some companies and in most companies nothing. 
a lereent.is Inet settles the gas situation. When it 
comes to the crude oil, for a while we had pretty 
attractive prices. ‘Ye still have attractive prices. 

AS a result of that the people,the general publie from 
Vancouver to KMontreal and foreign countries are induced 
to go out and develop properties in Turner Valley. What 
will be the result there? We have now found an oi1 field. 
Who will benefit, the people that put their money in? 

In the main, no. When the crude has been uncovered and 
the quuntities and the costs known then conditions are 
created, not necessarily by low prices because there are 
one hundred and one methods. Because we must maintain 
prices in order to bring about other conditions. But 
conditions are created where little by little the oil 
wells and the properties are acquired by the Royalite. 
Why? And how? Well, in the first place the Royalite 
and the Imperial Oil Company reaches thet -fiela 

to better advantage than anyone else. There is no doubt 
about that. Why? Because they are in the business and 
they are much more efficient and they have the capital 
and so they are able to benefit then to a greater extent 
than any private individual. So that everything else 
being equal the Imperial can make a bigger profit out 
Ofe1,000 barrels: of crude than the indevendent producer 
with his comparatively high cost of production owning 
Only one well. Se that conditions little by little, 
developed ard guided by the Standard Oil system where 
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the producers find themselves on the spot - the price is 
reasonably high, a darned good price ~- yet, on the 

average you cannot benefit by it and they cannot produce 

to make a profit. That is the situation to-day. Not 

100% because I am still satisfied that the Standard Oil 

is not yet satisfied to discontinue prospecting in alberta, 
for the reasons I have explaincd yesterday. They need some 
erude oil in this country and maybe in 5 or 10 years from 
now from some other place. As a result of that they want 
to encourage development. So that in Turner Valley I am 
absolutely positive based on past experience that for the 
next 5 to 10 years the value of that field to the people 
that put their money in to develop it will be less and less. 
Why? For the same reasons that people that put their 
money into the north end of the field, into the gas-cap, 
Rot very little’ outof it. Butithe Imperial and the 
Royalite will for years to come, probably several genera- 
tions, benefit from the properties and values that were 
ereated by the veople'’s money. what did they pay for it? 
How did they get it? By bringing about contitions and 
paying for it with certificates. The original company 

I was interested in in ee eee - I was interesteé 
there very early in 1914, not in a money way but just 
working and coming back from the war I was interested 

with the Dalhousie Company insofar as making investigation 
for the sharcholders in Chicago that put up a lot of money. 
Now, there is a typical case, Chicago grain men, I did not 
know any of them till they asked me to act for them, put 
up half a million dollars to develop at that time the 


most valuable property in Turner Valley. After several 
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years they finally went on their knees and asked the 
Imperial to be good enough to take over the property 

for nothing and give them 49% of the shares of a newly. 
created company. What did that mean? The Imperial 
acquired the heart of the field, sections and sections of 
valuable oil land and valuable gas reserves and paid them 
with a minority interest. How much has them shares paid 
dividends? I do not know. But from memory I would say 
very little; if anything. Yet them properties have 
contributed to the revenue of the Royalite hundreds of 
thousands of dollars in the form of gas sales to the 
public of Alberta. How much did the Dalhousie get out 

Of it or did the original, sharecholders;; and they) certainly 
put in a lot of money, through speculation. Noth.ng, or 
very little. That is the situation we are faced with. 
And, as I say, the reagon that they put the high price 

on crude is to justify both from a bookkeeping standpoint, 
a tax standpoint and the public standpoint a high gasoline 
price. Because, having control of all the operations, 

it makes no difference what value they place. In other 
words, I will take a concrete example. If Doown aiwell 
and I own a refinery and I own a truck and I own a 
distributing station and the market is that I can get 25 
cents a gallon for my gasoline. Now, my only aim in all 
these operations, including production, is to reduce 
costs to perform that service. ‘why? Because I can put 

a book figure and I can show crude is worth fee00 and I 
can show refining is worth $1.50 a barrel, and I can show 
distributing is worth so much, but that is all nothihg. 


Why? Because I am faced with the one definite fact. The 
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market says gasoline is worth 25 cents. I can apportion 
it 28° 1 see fit. Now, how do I apportion it? I apportion 
it to take care of the circumstances that govern the 
particular location in which I am operating and to comply 
with the laws to the best of my ability and pay the least 
amount of taxes, which is not a crime apparently, but 
eertainly is desirable when you are looking for profit. 
Now, that is the problem. Just to produce the most 
efficient way possible and to refine and transport and 
distribute the cheapest way out, pay the least amount of 
taxes and get the most you can out of the product's. 

That is the picture. 

Under existing conditions do you stay with the position 
that crude oil has been, the posted field price of crude 
oil is as high as these companies can put it? 

Yes. 

You maintain that position yet? 

Yes. 

And I gather you say one reason for their so doing is 

that as producers to the extent of 80% of the oil they 
thus ensure to themselves a higher price on the production 
end? 

That is right. 

And secondly by keeping that price high they encourage 
exploration by people who are attracted by that price to 
go out and drill wells, to try and get crude oil to sell 
at that price? 

They are attracted by the seeming profits of the operation. 
Yes, in connection with the production of crude oil? 


Yes. 
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Is there any third reason. I am clear on those two. 

I follow what you say that you are dealing with 
integrated companies and if they do not make it one 

place they will make it another and so on. But I want 

to know if there are any other reasons than those two 

why you think they have put the price as high as possible 
POG cruce. O11 in. their nostings? 

No, there is another general reason that not only applics 
to #1lberta, because I want to say these problems of the 
oil industry is faced with as an integrated operation are 
the same in Alberta as they are in New York. In other 
words, the oil industry is highly taxed and is highly 
investigated. It is constantly being investigated some 
place and the industry is on the spot continuously to 
Justify its prices, and to justify its conduct. So that 
that has brought about the necessity for the oil industry 
to so apportion its profits that they can much better 
justify them. Now, in the past the general public took 
the attitude that Nr. Frawley has taken. It is very 
nearly impossible tu find out what it costs to produce 
crude. It is highly hazardous. You just take your 
Chance, If you.make it.you are entitled to it. If you 
do not make it, it is just too bad. That has been am 
probably is yet the general attitude. With the result 
that tne oil aompanies have tuken advantage of that 
general misconception and they have ploughed back most 

of the pro ‘its into the production end. That fact is 
borne out by a survey thet the National Petroleum News 
staff made some year or two years ago. It was also made 
later on by the American Petroleum Institute and that is 


the result of that survey was thet over half of the 
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profits of the entire oil industry is in the production 
end. Now, why is it in the production end? For two 
reasons, the first one I just said, because the general 
public figures they are entitled to all the profits 

they can get out of an oil well. The second reason is 
that the laws of all the different countries have been 
based on that false assumption that it is highly hazardous 
and, therefore, should not be penalized because they 

might strike it rich. and the tax laws are favourable 

to big profits in the development and production end. 

In other words, we have seen in this investigation that 
the Government has seen fit to allow 25% depletion. 

In the United States it is 274%. Now, thut depletion 

is just some sort of a value, te some: sort: of 1 OQ), 
basis that has been arrived at, because of this underlying 
fact, at least supposed fact, that on an average they 

are entitled to different consideration than any other 
industrial enterprise. So that we find if they are able. 
to maintain a high crude price and work up their ae St 
in that department that a much better figure, the tax 

laws through the instrumentality of depletion is one of 
the factors that will eliminate some taxes from the 
general operation. Now, then, it is very plain to those 
who are familiar with the situation----- 

THE CHAIRMAN: You add two more reasons, that 
they might more readily justify their profits before any 
investigating body? 

Yes. 

And secondly, that the tax laws of the country are more 


favourable to their profits being in the production ena 
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than elsewhere? 

Yes. 

That gives you four reasons why they would want to put 
this price up high? 

Yes. 

Any more, Mr. Plotkins? 

Offhand I would say no, although I want to stress one of 
those asnects. Because we have had evidence here - I do 
not know if the Commission recxlls: - we had Mr. McLeod 
on the stand in connection with production in the early 
weeks of the Inquiry. 

Yes? 

And he made a statement that the reason they were not 
jumping into Turner Valley and driliing alot of wells - 
they only had four in mind at the tim - was that it was 
highly hazgarious and that they were not so sure that there 
was any money in it. That was to sive the Commission the 
impression, which was later disproved because of his own 
budget statement that he knew the existence of at the 
time he made that statement - that impression was given 
for just this purpose----- 

MR. NOLAN: Mr. Plotkins, are you trying 
to leave the impression that Mr. Mcleod misled this 
Commission? 

Yell, I have read the evidence over .nd I am absolutely 
positive he made that statement that there were only 
going to be four wells drilled and the reason for that 
was there was such a big risk under the conditions that 
existed in Turner Valley and that his best judgment 

would not recommend or would not allow him to recommend 


to his company any more drilling than four wells. And 
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some three or four weeks afterwards as the result of 

iy examination a budget was produceé@ showing it had 
been 0. Kid by the head office last September, showing 
& programme of 10 wells at an expenditure of a million 
dollars. «at the moment I haven't it offhand. That is 
ell out of memory . I have made no particular notes on 
that point. Now, that is the main reasons that would 
lead the industry to maintain a high crude price. 

THE CHAIRMN: That is to post a price in 
Turner Valley and put it as high as. they possibly could? 
Yes. 

Would you tell me why they have reduced it from time to 
time, that being so? What economic demand forced a 


reduction or other consideration? 


The main consideration that governs the reduction in 


Turner Valley are the same considerations that govern 
reductions in other fields in the United States and in 

any other part of the world. I am not going to attempt * 
to recite them all because there sre a large number of 
them. In Turner Valtey there are some main considera- 
tions that led the Imperial - I will use the word 
"Imperial" because I guess I have to deal with it that 

way - to post a lower price, and they were these. I am 
not saying that is the only ones but amongst others they 
were these. The crude was discovered without the Imperial 
being in possession of checker boarded property. In 

other words, without protection to Imperial. They did not 
have the luck or the judgment to be in in that area and 

to be protected in case of a strike. it ts very easy . 


to understand that when we had the evidence of Mr. 
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Wilkinson that he dr‘lled right in that area and their 

own geologist said "You aré just all wet. There is 

nothing there and it is too deep and so forth." “With 

the result that app: rently that was their best judgment 
because they certainly did not protect themselves by 
acquiring any acreage. So that the result was when 

crude cil was discovered in Turner Valley they were 
mipreparcd for it. That meant they had to buy cee 
from the other fellow and that is not a very good position 
for any oil company to be in. So that they were faced 

with the consideration at that time that they must allow 

a continuation of the development until such time as 

whe field Limits were; more or less known. in other words, 
until such time as their geology department and their 

own best business judgment warranted an investment in 
productive acreage. Now, it took some time. In the 
meantime the price stayed attractive. Now, when they 
finally made up their mind there was an oil field and 

they went out to purchase acreage, either outright or 
purchased from other people that had wells or had interests 
and the position was safe and they had sufficient protection 
for the purpose at the time, and the purpose was then to 
‘reduce the price so as not to encourage too much wild 
drilling and speculation. There is a point that the 

oil companies ure always faced with, that if the price 

is too high and out of control, and what I mean by that 

is that if the price is too high and the public can benefit, 
that is the way to nut it, there is uncontrolled development. 
In other words, there is wild development and booms. 


Booms are perfectly acceptable to the oil companies 
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provided they can turn them to their advantage. If they 
are not directed an“ they cannot turn them to their 
advantage they cause more harm through the fact that 
they might uncover a lot of oil and produce it and put 
it on top of the ground and create a crash in prices. 
So, naturally, the problem of the management.is to 
regulate development conditions and yet at the same time 
to put themselves in the position where they do not pay 
TOO wmucnh Tor the 2round . They wont control enough 

to gradually acquire sufficient to vut themselves in 

the position they desire, which is approximately 80% 

of their total production. Now, it does not mean they 
have to have 80% of the whole fisla@. It does mean they 
have to aim at 80% of their own requirements. There are 
two compénies in Turner Valley, two major companies, one 
the British American and the other the Imperial Oil. 

I am not trying to imply that the Imperial 0i1 might 

put itself in the position of controlling 80% of that . 
field. Circumstances might be such that they might 
find themseives in that position but through no design. 
Bat their aim and object is for them to . sntrol 180%: of 
their own requirere nts, and when I say their own 
requirements, 80% of their own reouirements for their 
own refineries and marketing outlets, plus any crude 
that they see that they can profitably sell. in this 
field we have e situation where the Imperial Oil has 
maintained themselves in the position where practically 
no one can buy crude except through themselves. so 

that they have tmrned that into a general channel to 


provide sales protection against the independent in 
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the market, because by selling crude and rea into 
play other factors than the field posted price they 

are able to increase the cost, the laid down cost to 
their competitérs of the crude, sn that he is ata 
disadvantage in competing in the refined oil market. 

So to come back to the question of the field and why the 
price was reduced. There is a point that is governed by 
a multitude of factors thst causes the Imperial or any 
other company in me same position to weigh and evaluate 
those factors so as to bring about the necessary amount 
of production and the necessary amount of development, 
and to cause it to be directed in such a way ana in 
channels that they will get for themselves what they 
require. And as a result of these considerations 

the price is governed up or down. 

Q Out of all that we get this, do we, that it would be good 
business for them.to reduce the price of crude avi the 
time tier did so in order that they might more readily 
acquire the properties in an area where it would be 
desirable for them to be and where they then were not? 

A Yes. 

That is one reason? 


Yes. 


(Page 7705 follows. ) 
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Q nd what other concrete reason? 

“ To maintain their percentage, in other words to maintain 


their relative position. 

Q Theat is why they would reduce it? 

is Yes, that is why they acquire the properties and why they 
drill more wells. 

Q wrnd you say they would get in that position by more readily 


getting properties? 


vs) YER « 
Q because of a reduction in the field price? 
A No, not necessarily because of a reduction in the field price, 


they may pursue both st the same time. 

Q Pursue what? 

4 Both meeting the price, they may leave the pricc where it is 
and go on acquiring property ur they may lower the price; 
that depends on their judgment at that time as to what the 
probabilities of production are. 


You are now advancing reasons why they should, if there aim 


~ 


is to keep the price of crude up as far as possible, we have 
that? 

{ Yes e- 

Q For the four concrete reasons you gave? 

ry Yes. 


Q And I put it to you, the fact that they have voluntarily ree 
duced that price from the price which had previously obtained? 


A Yes. 
Q, and you are giving neasons nov why they. should do thet? 


A Yes. 
Q And one of them I understand you put forward was that it would 
be discouraging to those who held property when the field price 


went Gown, and they could get into that area themselves more 
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cheaply than if it was left where it was? 

Yes, that is one reason; of course that is what actually 
happened in Turner Valley? 

Jll right, that is we are talking about, Turner Valley? 
Yes, 

£ do not care anything about theories which do not have a 
bearing on Turner Valley because that is all I have to do 
with? 

Yes. 

Except insofar as they have a bearing, mind you? 

Yea. 

Now that is one reason? 

Yes.» 

Now have you any more concrete reasons why in the face of 
the fact that it is desirable to keep the price of crude as 
high as possible, as you say they did? 

Yes. 

Have you any other reasons? 

Yes, the next reason 4 can see is that as the pruduction 
increased it had to go further afield and it had then to go 
into competition with other crudes. 

Yes? 

And naturally, as lir. iicGrath has explained this, 
but the point is the Imperial or the Standard Oil cannot do 
the impossible; they have to compete with even their own 
erude in other fields so that as the production expanded in 
Turner Valley, in order to develop Turner Valley and its 
properties, they have assigned it, now I am relating this, 
that when it comes to grude the Turner Valley picture, I 
think I should relate this at this time to give the Commis- 


sion a better understanding of the principles which govern 
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these factors which I have just talked about, when Turner 
Valley became a factor on the map in the Standard Oil of 

New Jersey offices I surmise they evaluated that position 

of Turner Valley as a crude producer as aginst the other 
crude oils, and as the production increased they were faced 
with the necessity for assigning it a market, contrary to what 
we have been given the impression, the facts are that the 


parent company must of necessity itself deal with the relative 


- position of Turner Valley production as against their other 


production in other fields so that the New York office would 
be forced to say "well now what is the cost of producing this 
crude, how far can we go with it, how much will we accept for 
that crude in relation to othcr crude based on the posted 
field price", and assign it a territory; now the cost of pro- 
duction went down in Turner Valley as production increased be-= 
cause the first few wells which were drilled were drilled 
close to the gas-cap, why, because it was highly hazardous to 
go very far away, so as they went down tre flank and the wells 
became bigger and we began to realize more about the geology 
of the field and the possibilities of the field, there is no 
doubt in my mind the competent man in New York evaluated the 
position, the relative position of that crude as against their 
other crude andi therefore they decided and advised, probably 
in consultation with Toronto and probably on advice from 
Toronto,«“no doubt about that, they advised Toronto as to what 
territory they would permit, they would allow that crude to 
penetrate and we find then that in order to penetrate the 
greater territory they have to make it compete against their 
other crude, based on the posted field price which is governed 
by the same underlying principles of getting the most out of 


the situation, so when they value one against the other, the 
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Bame principles apply, they have lost nothing except they 

do weigh this one factor, that it may cost considerably 

morc to produce out of Turner Valley a barrel of crude than 

it docs in one of their fields in wyoming and therefore if 
the field in Wyoming can produce it cheaper and the New York 
office is in a position to know, they will disregard the 
posted ficld price and they will weigh the cost of that crude 
and the ultimate profit in a given marketing territory so that 
in the final analysis New York decides that at a particular 
time Turner Vailey crude will go ae far, having all these 
things in consideration, and then when they decided that it is 
up to them and to the Imperial O11, to decide on a price that 
would make it cffectively penetrate that territory so that 
then that is another consideration that governs the reduction 
in the price because of the increased production. 

THE CHAIuAN: With increased production they 
have to find wider markets for the products? 

That is right. 

And in order to do that they had to meet competition in these 
markets, in these wider markets, by lowering the price so as 
to extend the area in which Turner Valley crude oan geo? 

Well now competition, thet is not quite the picture, they had 
tc oeet their own crude in the main because they are not buy- 
ing from anybody else in the average; in other words the 
Standard Oil Company of New Jersey is operating or the Imperial 
O11 is operating throughout Canada, they are operating in the 
United States; we will take the Illinois case for instance, 
that is protably a better illustration than any of them, be- 
cause that i8 a concrete case, the territory that the Illinois 
crude covers is the marketing territory of the Standard Oil 


Company of New Jersey; in other words that crude can effectivel: 
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penetrate the Standard O12 Company's marketing territory; 

now the company in New York is faced with a situation that 
they are producing crude in Turner Valley, that the posted 
field price is so much, that the cost ia so. much besause 

they have got the infornation of what it costs; now Illinois 
develops a new field; apparently the major companies were 

not awake at that time and the independent producers dis- 
covered the additional production but naturally, to protect 
their general market, these major companies had to step in 
and they did step in, acquired so e properties and proceeded 
to share or at least to assign to thet crude a market; now 
the problem that ew York was faced with then, there was 
crude threatening some of their othor markets in the United 
States, probably .:ontana, and they were, they owned the 

crude because they put in their own pipelines and their own 
producing departments and acquired properties and put, thenm- 
selves in a position where they could as quickly as possible 
acquire their own crude,-they couldn't do it overnight of 
course but they could do it very quickly if the situation 
threatened; now New York had to weigh what consideration, 
under these particular circumstances they had to do this, 
Tumer Valley was established with a posted field price, they 
could reduce it to keep that market for Imperial Oil and it 
would keep it, because we are not dealing with competition, 
it is their own oarket, it is true that one field is compet- 
ing against another, so they could say to the Imperial " jell 
we know we should reduce the price of Turner Valley to keep 
your market but our main interest, our general interest, super- 
seding the other interests, dictates the necessity of providing 


a market for that flush crude in Illinois"and therefore they 
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impese on the Imperial this fact, they say "you must market 
Illinois crude in such and such a territory", why, because 
the prevailing situations were greater at the time than the 
general considerations of one field competing with another; 
in other words if they did not provide, along with the other 
major companies, an outlet for the Illinois crude it might 
cost them more in disruption of business and lowering of 
general prices, in other words disruption, than it would to 
temporarily take and impose a condition on the Imperial Oil, 
and even move that crude in there at a loss; now that is the 
reason, and they apparently have not only imposed it for the 
Manitoba market but, as {I understand iir. weGrath, the Imper~ 
jal Oil Refinery at Sarnia is taking a considerable quantity 
of Illinois; now it is due to another consideration, that 
field has not yet been delimited, we do not know the extent 
of it and the Standard Oil Company of how Jorsey is naturally 
anxious to maintain its relative position in the new field, 
because there is another aspect to that, the Standard Oil 
Company of New Jerssy, as we have seen, has got proverties 
running into the hundreds of millions; in order to protect 
them properties for the future they must have their cye on 
10, 15, 20 years from now, in maintaining a given percentage 


of reserves of crude in that marketing territory. If they 


did not, they might wake up in five years from now and have 


to face a situation where they are forced to buy a lot of 
crude on the ourket and pay the other fellow's price, so thote 
companies have statisticians whe determine their requirements 
and project their requiresents into the future and thoir 
geological departuent and other departments who are concerned 
with that, must make every effort to acquire properties, to 


develop them, to catalogue them, s0 that when the time cones 
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that they need then, they are there ahead of time, 80 
they are the considerations which would govern the 
Standard Oil of New Jersey in taking that Illinois crude 
eveh although they did not want it ant pun ¢t on, =beea use 
thdt is the wora probably to bab | Spuah it on to the Imper- 
ial O11 so that the price question has nothing to de with 
it; in other words the Imperial had the choice, or did they, 
of refusing Turner Valley crude, allowing it to go in there, 
but they did not, well the reason they did not adn it was 
because they didn't have the choice; circumstances were such 
that the parent company insisted and imposed tho Illinois 
crude; now that is only a temporary situation, but the 
facts behind that Illinois crude are not temporary, it may 
affect the future of the whole industry of the United States, 
so that therefore each company was anxious to rush in there 
and get in in its proper place so as to maintain its relative 
position, one with the other. 

Q THE CHAIRMAN; There was a reduction, was there - 
not before the Illinois field was discovered. 


A In Turner Valley? 


a Yes? 

A Oh yes, there are changing factors from time to time. 

Q There has becn no reduction since the Illinois field. 

A In Turner Valley. 

Q fa tne posted. ficld price? 

& No, no, there has been a narrowing of markets beeanse. some 
of the eaten which was formerly supplied is now supplied 
from Illinois. 

Q But sticking to what we are doing, the reasons for the re= 


duction of that price voluntarily when you say it is in 


their interests to put it as high as possible? 
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4 Well I have given the reasons. 

@ You have given me two, whether there is competitaon with 
themselves or not, ae say if they get more production 
than can be absorbed in the market, then obtaining, they 
had to widen their wearkets by lowering the price of crude? 

& Yes. 

& Now any others? 

ve You mean any reasons now that iight conceivablye#-= 

at That could have influenced them, you see you have made the 


statement that it is in their interests that they keep it 
too high? 

A Keep it up as high as possible, not too high, because that 
is a relative question. 

G, All right, as high as possible ? 

£ YOB- 

Ci, énd I pointea out to you that they did reduce it without any 


eompalsion by anyone? 


é Yes. 

& find I say that is inconsistent, unless there are good reasons 
for it, this is testing your first statement? 

A Yes, well I have given one reason. 

Q, You have given one, yes? 

és Yes, another reason ise-~*+- 

Q You have given two? 

& Yes. 

& Have you any more? 


Another reason is rivalry between the saajor companies; now 
the position, this is where marketing again comes in; the 
Texas Company, as you know, is in this territory, now while 
they may be engaged in compeition here with the Standard Oil 


Company of New Jersey, through the Imperial Oil Company in 
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some parts of the world the Texas Gompany and the Standard 
Oil are in partnership in the development of markets or in 
thé development of bil fields; now that @oes not make them 
subsidiaries; it only wakes them mcet for a common purpose 
but we will take in this territory, they are in competition 
and I have no doubt that the Imperial will do anything they 
Gan to maintain their market against the Texas Company and 
the Texas Company will do everything they can to build up a 
market in the face of the opposition of the Imperial Oil; 
all right, yet while their interests clash in the market they 
are not out to start any war. in the price of crude or to 
start up or to encourage any development or any situation 
which might lose for both of them the control of orude prices 
Or Grude production because we have a peculiar situation in 
Montana, the Texas Company, through the International Ref- 
ining Company, is successfully holding down the independent 
producers in the Kevin-Sunburst field, what 1 mean by "suc- 
cessfully holding down", there is greater production than 
what the International, as the main purchaser, allows the 
producer to produce and will buy and it had to do a lot of 
jJockying and a lut of yielding here and there, to keep a lot 
of the producers satisfied; there has been investigation 
after investigation but they keep holding down the produc- 
tion of the field to a given percentage, which will effect- 
ively take care of their supplies but prevents the balance 
of it from entering into competition with any other crude; 
now they need the assistance of the Imperial Oil to do that; 
they need the assistance of other major companies operat ing 
in that territory to do that, because there is nothing to 
stop,cin fact they have done because of other reasons,-other 


persons going in there and saying "Jell we will put up a re« 
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finery and we will take a certain amount of crude"; that is 
what the Sacona Vacuum Gompany has done. Now if they dia 
that, that would make an active bid for that crude, and 

why, because the Standard Oil Company of New Jersey, or at 
least the Sacona Vacuum, may decide that they have never 
penetrated the Northwest and they just think they should ex~ 
tend into that territory, it is « nice territory, the future 
looks bright, and there is no reason why we cannot go into 
the market, well they are in the same position with the In- 
ternational and the Texas as the Texas is here with the 
Imperial, they immediately, before they were friends but 
they immediutely become competitors and the Sacona Vacuum 

if they went at it in the normal way and started to go out 
and look for orude and bid it up, the Texas Company would 
suffer, the prises would rise; the producers would start to 
impose conditions and premiuas would come out of the field 
but that is not the way it te done; the Sacona Vacuum, when 
they decide to go into that field, they went into it ina 
nice way and they consulted the other companies they said 
"we are coming in, what is the situation, now what are we 
going to do about it", and they assigned, between themselves, 
the necessary crude that was available for their respective 
roquirernents without causing a rise or raising the price and 
yet they did decide on the conditions which would ve necessary 
to maintain the now increased requirements of the two re- 
fineries, where only one existed before, so that they must 
create conditions in that field that would make it profit- 
able to the producer that, before that was stagnant, to con- 
tinue to drill wells so as to increase, not the production 
but the available reserve, tO guarantee a profit on the ree 
fining operations. Well now Turner Valley is in a position 


to successfully invade the United States markets, that is the 
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uontana and Washington markets, was even some months ago 

and is yet able to do. Now on the othor hand tho dontana 
crude can come into this Country, not through the instru- 
mentality of the Imporial but if there was no agreenent or 
no working understand ing between the dO MBan TE al at cers 
tainly could Gome in bedause the International would im- 
mediately procoed to release the producers from their con- 
tracts as to the conditions of percentages takon and a lot 

of crude would automatically look for markets; the reason it 
does not look for the market now is hecause the Texas Company 
has it ticd up; it cannot go out for a market, so that those 
are some of the factors that may influence a reduction or an 
increase; in this case it was a reduction. 

I do not understand yet concretely what you mean, you say 
in order that crude may be supplied to both the Texas Company 
and the Imperiol they have reduced the price? 

No; in order to prevent a clash and in order to economically 
take care of the conditions, and the difficulties that existed 
at that time when they arrived at the price they decided that 
that reduction in Turner Valley and in Cutbank and in Kevin- 
was necessary to maintain the relative position of that par~ 
ticular crude in its North American orbit. 

You think the price ohtainins in nontana and in the fields 
mentioned and here had to do with an agreement between the 
Texas Company and the Imperial? 

Has to do with a general agreement, not only with the Texas 
Company and the Imperial but any other major company that is 
interested in these particular territories. 

Yes, all right, why would they make agreements that these 
figures should not get too high if it is to the sdvantage 

of both as producers, that they should get high? 


That is not the word, tley reduce it to take care of the 
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situation, the reduction was compelled; you see a situation 
had developed where there was more production, ene orude 

was going to displace the other; naturally something had to 
be done about it and the position then was to reduce it the 
least amount possible because there is enother factor, when 
you reduce ocrude---= 

Why reduce it any? 

Why reduce any. 

If they can come to an agreement to keep it up, then there 
would be no clash? 

Providing they could put a high board fence around thoir 
markets, but they cannot do that; there is always some 
companies, little and big, that want to get in and they must 
maintain the relative position of the crude; you see when the 
crude in Turner Valley became available in quantities it im- 
mediately reduced the price of refined products, not in it- 


self but it caused it to be reduced. 


(Go to number 7717 ) 
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Le Le Plotkins. 
rt also aeteotea the price of refined products in Montana 
and if they had come to an agreement to keép tiie price 
up there would heave been other companies wowld have come 
in and there would have been enlarged profits and some 
other company going in and drilling and starting in the 
marketing. 

¢ That is reslly your second point that as production 
inereases you have to meet competition whether tt was 


your own crude or somebody else's‘ 


/ 

A Yes. Not only competition in the crude.... 

@ 4nd you s‘y corollsry to tht itis conceivable that the 
ma jor companies asin to an agreement as to how little 
they should produce to avoid clashing amongst themselves’ 

4 They did come to a realignment of the market walues and 


so forth. There is another point. The independent 
producer comes into the picture for the first time. The 
independent refiner and marketer comes into the piosture 
for the first time when there is crude available in 
Turner Valley for more than one company's needs. In 
other words, when Turner Valley became a factor, I Hee in 
when it got to the point where it could provide all the 
crude for this market then I, as an independent refiner, 
was no longer interested in importing crude and the 
factors th.t governed my growth were then changed from 
the cost of importaton based on the local basis, In 
othe. words, I wes then going to be able to base all 

my operations on a long term basis. A Safe source of 
supply and the factors th=t governed me being the sane 
factors that governed the Imperial Oil. In other words, 
I would then become a competitive fect, whsre before the 


position I occupied was a very miror one, because I was 


y 
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at so great a disadvantage by importing crude very 

long distances that the relativd spread that was left 

to me madé it impessible far me to threaten any market. 

I was small, very small and could not help but stay 
small, being that my crude came 2500 miles and the 
Imperial crude came 3 or 400 miles. ‘‘hen the nev: field 
was discovered my problemwas that of putting ayself in 
the same position as the Imperial. So I had'‘to find 

ways and means of getting crude at the same price for 

the time being, and layirg down a foundstion for producing 
erude. The fact I am buying crude at the posted field 
price does not give me any great advantege, of me ond 

my competitor being in the sme. rel. tive position. as cs 
matter of fact it does not. Phe only time it is the 
same is as I can put myself in the position where I ean 
deliver to my refinery crude at the same net cost, final 
net cost as my competitor. All right. At that stage the 
Imperial and the Texas Company and every other major 
company that was opersting in this territory were faced 
with the genersl worry of having to keep a weather eye on 
the possibility of some independent producer of wells 

and others becoming encouraged due to the fact there was 
@ local source of supply and they could develop some 
markets and becOming a factor and prices had, and conditions 


had to take care of that consideration. 


oe) 


“ould not they be better kept out with a higher price for 
crude? 
4 The independent? 


Yes? 


cD) 


4 Yes, kept down but not kept out. 


ie Kept down if you will. ‘shy is that a reason for reducing 
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the price of crude? 

Why is that a reasones... 

Because the independents were attracted to this field 
why would the Imperial reduce the price of erude 011? 
The experience of oil companies is thie, thet in a new 
Oil field independent producers have boys and girls 
usually, and form a mates for an independeht ihaustry. 
In other words, a man that has been attracted to the 
production end and say he strikes a good well sither 
through good management or good luck, end he sees the 
possibility of establishing himself in this business, 
either himself or with his family, and he is naturally 
attracted to not only produce crude but to going into 
the refining and marketing. Wow by keeping the price 
high you would naturally think thet he would not want to 
go into the refining business, but he woulda be encouraged 
“0 £O OUT and drill a lot of wells and he might bring 
about a surplus. So that is one of the problems the 
companies have to be faced with. 

Mind you that is one of the rezsons that they had the 
price high vas so thet people could be encouraged to go 
and explore’ 

Yes, up to a point. #xplore under proper guidanee and 
Control. Now to explore and find the crude and go and 
refine it and sell it in competition, that is nature*ly 
not one of the objects of the Imperial. So at that point 
we have this producer that wants to go into the refining 
and marketing business. To cut the price down would, in 
some sense, cause him to go out and refine it and market 
it. Because I have heard remarks here in the igst three 


or four days which is probably typical. To or three 
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{ndependent producers, when they heard it was suggested 
tha 1600 of 91.02 price for crude, they said "kell, 
that is fine. We are going into the refining and 
marketing business." That is one of the natural ennse- 
quences of putting the price of crude down. On the 
other hand it does not mean because they go into the 
refining business and into the marketing business they 
are going to make a success and get more than $1.02 

for their crude. Beocause the chances are the conditions 
that exist are such that inexperience, seven though he 
my be a successful producer, will most likely break 
his neck to start within the refining and marketing. 

So that is another aspect of the situ-tion. 

THE, CHAIRMAN: Vell we will continue 


them at 10.30 tomorrow. 
(At this stage the Hearing was adjourned until 10.30 4.M., 


25th Way, 1939). 
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20th tiay, 1939. eee Due) a 
MRe PLOTKINS: lire Chairman, before I go 


on the witness stand, I would like to make a request, 

I do not know if it is reasonable but I think it is, I 

would like to have an adjournment of three weeks to per- 

mit me to go down to the States to get the information 

that I believe I can get that will help me to put before 

the Commission our side of the situation. Now it may 

sound unreasonable but in view of the fact that the Imper- 
jal obtained a number of adjournments that permitted them 

to conmuniscate with their principals I think that this is 

not altogether unreasonable and I am going to ask the Com- 
mission to take thab into consideration and see oe a As 
ready or willing to grant it. 

THE CHAIRMAN: Why didn't you make your trip 
while we were adjourned, iire Plotkins? 

MR. PLOTiINS: Well I didn't Know at the time 
that I would be given an opportunity or at least it would 
lead into this situation. I expected the Imperial Oil and 
the other companies to bring up the proper officials and it 
would be merely a question of my verifying the information, 
yes, verifying the information that would be submitted to the 
Gommaission but with the information I have now it leads me to 
believe that the Imperial and its parent company have no in= 
tention of bringing any material that is, that will give the 
Commiagsion information beyond the picture insofar as it ap- 
plies to Atverta; in other words I am led to conclude by what 
{information I have obtained that the Standard Oil's program 

48 to confine the Commission's information to the matters that 
originate and end in slberta, so under then conditions I do 
not expect at thia time to have the Standard Vil bring any 


witnesses here to give the Commission any information, and 


a a 
c SEOys fa0) 
Ap etek ie Fe 78 
re Spat 


{OS eS 


oD 


ene es " j ee iy 
a : ‘ ye0) 


eibiiiosan 


. 
+> 


genio ihro: br: 
ee mea eee, 
ae Ie Pas 


iy 


ile AD a 


ie PED BO) 


ps TR 


Srl ee 


oe 


‘phe 43 ¥ 


; ue Hasione ° 


eel: -Plotkins = T7eo ~ 


Knowing that it is impossible for the Commission to make, 

to come to any conclusion, merely on the basis of oper- 

ations in Alberta, I feel that it will be up to me to 

bring out that information and have them refute it. 

TH CHAIRMAN: Well ir. Plotkins, when the evi- 

dence is in,-you are speculating as to what evidence there 

will or will not be at the moment, we do not know any more 

than you do what evidence will be before us before this is 

done but when it is all in, will be time enough to discuss 

the absence of evidence and if then you state to as why 

you seek the adjournment, what evidence you propose to get 

by the adjournment and we consider it material and impor- 

tant, having regard to the nature of the Inquiry upon which 

we are engaged, then an adjournment will be as readily 

granted to you as to anyone else but until that time comes 

we are going to proceed with the evidence which is available; 

whether or not in the end it proves to be sufficient or 

whether or not you wish to add to it is something you can 

better decide when you have heard all that is before us. 

That may or may not seem reasonable to you----- 

wike PLOTKINS: Yes, it sounds reasonable. 

THE CHATRMAN: But that is our view and you 

will have to govern yourself accordingly. 

wR. PLOTKINS: Yes, it seems reasonable to me. 

THS CHATRUAN: all right, ir. Plotkins, when 

you are ready. 

(TH EVIDENCi BY MR. PLOTICUS wa8 Hike CONTINUED ) 

WITNESS: Now we are still on this matter 

of prices of the crude. 

Q THE CHAIRMAN: when we rested last night we were 
dealing with, you will remember that concretely you had dis~ 


“ oa 
4 
ka 
« . | | 
x . 
Cs : | | 
4 : 
ral \ 
a I 
4 
| aon 
rc 
Ree 
‘SI : | 2 
se ‘ . : 
: " 
. 7 , sek nee) ‘ 
(oe 4 
e 
r : a 3 
‘ee ie | | | ‘ 
e : | 
Poe 5 
wand = : | 
| 35 
_ 7 7 : | 
=p | | 
| wet | 
. i | | 
3 
" 
é sa < | 
iar 
| ob 


omy 
eet 
Re sri 


LeL.Plotkins =~ 7725 = 


Gussed the reasons for the companies concerned with posting 
the field price, making it as high as possible, you gave 
reasons for that and then it was pointed out to you that 
they had apparently reduced that price and you were giving 
reasons, whether you had concluded or not I know not, you 

, were then giving reasons why the two were consistent? 

A Yeas 

Q Why they would reduce snpaneoni ae even although their aim was” 
to keep the price higher? 

A Yes, apart, I mean digressing for a moment on that and think-= 
ing the matter over it occurred to me that in the past in con- 
nection with the posted field price of Turner Valley crude, 
that several independent producers attempted to make their om 
price and sell from that price so as to create a market for 
themselves which would not be based upon the Imperial Oil's 
marketing conGitions or posted field price; now those par- 
ticular independents are fairly large, they have fairly large 
holdings and could hope, if they had established a market and 
did give a price that would weigh the market, in other words 
relate the pwice of crude to the actual marketing conditions, 
that they would in time be able to develop their resources and 
expand on their own ability and without being dependent on the 
Imperial OilS marketing or general conditions for their develop- 
ment, so the result of that was that, I have one company in 
mind, in fact I do not see anything wrong, in fact it is the 
only way that it can be intelligently put before the Commission 
is to name the company because it gives an idea of their re- 
sources, it gives an idea of their responsibility, the :odel 
Oil is one of them, the Model Oil has been trying for years 
from having to be, having to have their development program 
and having to have their operations from being confined to the 


pobition that the Imperial Oil would of necessity assign to them, 
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so that they have at various times attempted to sell crude 

and did sell a considerable amount of orude to other con- 
panies; now they were willihg and did call in the people 

that were willing to purchase the crude and said "Well now 

what price have you got to have so that you can buy your 
requirements from us and build up your business which will 
permit us to continue our drilling operations and develop 

the lands that we now own" and the prices were furnished to 
them, both by myself and other independent refineries and 
purchasers, both in Canada and in the United States, and prices 
were arrived at that would meet the situation; now when they 
attempted to sell on them prices here is what developed, the. 
Government, the Provincial Governaent, refused to acknowledge 
that price and compelled the isodel Oil and other companies 
which I will name in time, to settle their royalties on the 
basis of the Imperial's posted field price. Now what is the 
result of that, not only the Government royalties had to be-~-+- 
THE CHALERGAN : was it a higher or a lower price? 
It was a lower price; there is no question of a higher price. 
All right? 

So not only, with the Government insisting on demanding royal- 
ties on the basis of the Itperial'ts posted field price, the 
other royalty owners, the other people interested, insisted on 
the same thing and what was the result, that the siodel would 
have to bear the difference between what they received and what 
they paid their royalty owners, including the Government, which 
would further deoreasethe atiount of money which they would re- 


ceive per barrel. 


You say the Governuent insisted on the royalties being settled? 


Yes. 


On the Imperial's posted field price? 


Yes. 
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Q Bor ight ? 

A And as a natural result of the Government's position the 
other royalty owners demanded the same treatment. 

3) MRe FRAWLEY! uYe Plotkins, what was the 
price that the liodel was willing to sell at? 

4 From memory it was $1.18 as against @l.gO at one period; at 
that time that was the price that was necessary to meet the 
Imperial and the general competitive refined oil market 
picture; there has been various prices worked out with the 
iwodel and with, well with the iodel at the present time, con+ 


fining myself to that. 


Q I do not want to interrupt too much, what well was that? 
A It was not a well, it was the company itself with all its 
wells. 


Q All its wells? 

da Any well, the total operation. 

a All right? 

L\ Now aftere~--~ 

Q AJOR LIPSETT: iure Plotkins must that royalty 
be paid in cash or can 10% or 15% of the oil not be simply 
handed over? 

A The present law, the present position of the Government is 
that they can compel the owners of the wells to pay them in 
Gash or in kind but they have never as yet demanded payment 
in kind and they have insisted on payment in cash; this pay~ 
ment in kind was only, the Order-in-Council establishing the 
right to do that was passed only recently, a year or so ago; 
at the pressing instigations of myself, so ap to be able to 
protect the independent part of the industry, so that that 
royalty oil would be available to the independents because at 


that time I pointed out to the iinister that the Government had 
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it in its power to stabilize the condition in Turner Valley 
because they had 10% of the output and therefore if they 
were willing to sell that 10%, the same as the American 
Government and the States! Governments does by open bid we 
would establish a price, a market price for that oil and in 
any case if they made that available to us we would not under 
the, we would not be compelled to go to the Imperial and pay 
Whatever price and whatever conditions they saw fit to impose 
on the crude that they had under control but while they passed 
the Order=In-Council permitting them to demand delivery of 
that crude iir-, the Minister at the time, pointed out the dif- 
ficulties and he said in his letter that he preferred if we 
could make arrangements direct, because it would eliminate a 
lot of problems for the Government and so as a result of that 
nothing was ever done beyond the passing of the Order-in- 
Council. 

Now to come back, at that stage 
I want to point out one vital thing, one logical consequence, 
if the Governnent had made that available, that 10%, it would 
have gone, it would have been sold, as I suggested to them at 
the time, on the same, in the same manner as the crude oil 
royalties is sold in the United States and that is by adver- 
tising that the Government has so much oil that will become 
available in the next twelve months or three years,cin the 
United States it is usually three years,-and asking for bids 
in lots, in other words they would split up that production 
to take care of the requirements of the marketing unit of the 
industry; in that way they would help to some extent to prevent 
@ monopoly; now that is no doubt in my mind the intention of 
the American Government when they follow that sort of procedure; 
they split up the bids in saall lots. Now if that had been done 


here, it is possible, in fact it is probable that at tines we 
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would have bid that crude in at a premium; at other times 
we would have bid it in below the posted field price; we 
would have naturally gauged the market, gauged its relation 
in value to the market and bid accordingly and that in turn 
would have influenced the posted field price that the Imnper- 
ial established. because if we bid up they certainly could 
not justify the lower price, if we bid down they would take 
the consequences. 

Now to come back to the Model--- 
THE CHAIRMAN : In the United States where this 
is done how is it handled, iir. Plotkins, has the Government 
great storage depots? 
No. 
Or sell out of the tanks of thos that owe them oil? 
There is no diffisoulty there, Mr. Ghairman. 
How is it worked? 
The fact is that the oil is put into the pipeline and the 
Government has a credit on its books of so much oil in the 
pipeline as royalty oil and they sell that oil in the pipe- 
line for the conditions set forth, that is to bid for it at 
the pipeline, there is no question of storage and there is no 
question of delivery; there is no question, the companies 
pay their royalties to the Government concerned and it is just 
handled in the normal manner and there are no complications. 
The reasons there were complications here, which were pointed 
out by ir. Tanner in his letter to me, was the fact that the 
pipeline could refuse to handle that oil for the Governnent and 
could compel under the agreenents that existed with the Dominion 
and the Province, could compel the Government to put up tanks 
and take a little from this well and a little from that well 


and make it impossible, and impractical, that is cig be 
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@ Wk. FRAWLEY: } hir! Plotkins, so long as 
this matter is being gone into and I am not suggesting at 
the moment that it is not very germane, would you mind 
bringing the correspondence? 

A IT have it here, I think, I.am not sure, no, that part I have 
not but I can bring it here, 1 have some of it here that re- 
lates to that. 

Now coming back to the “odel, 
I believe these watters are germane to the question of the 
price of crude; in fact they are matters that came about as a 
result of the posting of the price of crude and as a result 
et, the price of grude nay not be in relation to 
the actual conditions, to the actual value of the conditions 
that pertain to the tiarketing conditions; now by the Govern- 
ment insisting on basing their royalty payments on the 
Imperial's posted field price, it means that obstacles, pract- 
ical obstacles, are placed in the way of allowing any other 
field price to prevail but the posted field price of the In- 
perial Oil. 

Q THE CHALRisD: Well ,the companies with whom or 
the company with which you are dealing, I suppose is operating 
under a lease? 

A Operating under lease? 

Q Yes? 

A I suppose, I do not know what their holdings are. 

& The terms of that lease would set forth the conditions on 


which they would be able to make payment of their royalties? 


in The Government you mean? 
Q Yes? 
A No, there is no definite method. Now the reason I happen to be 


acquainted with that phase of it is that for six or seven years 
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i was taking the production of the Hylo ell and Mr. Dean 
was the inspector or officer of the proper department in 
Hdmonton that took care of fie collection of kKoyalties; 
Re J. Dean I think it was and he came to the company, the 
Hylo Company and insisted on getting settlement at a certain 
price and demanding, he would not even recognize the 3% ded- 
uetion that the pipeline made at the time for handling; he 
insisted on payment, not only at the posted field price but 
of 8O deductions whatever for pipeline handling; in other 
words he wanted payment on the total aciount of crude that was 
produced at the well~head without taking into consideration 
any loss either by handling or settling; it didn't matter. 
Now I at that time went into the question of leases for the 
Hylo Gompany and we stood pat and refused to settle except on 
the price that the company was receiving for the crude anc 
with the proper deduction that the company was not benefitting 
from, in other words I insisted the position was that the 
Government could only demand the money that was represented by 
the amount of money the company actually received for the net 
oil they sold and it took some years,I think a couple of years, 
before they finally came down to that point; now it is all 
right in that case because that company was willing to resist 
but the average company, composed of a large number of smre- 
holders and when any liklihood of trouble with the Government, 
immediately there is a disturbance, the cirectors refuse to 
take the responsibility; the management is loath to enter into 
any argument with Government officials. They are dependent 
upon the Government for considerations in the development of 
their holdings and in other words the Government has the whip 
hand over them so that they are ae to enter into any argument 


and the result is that 99 times out of 100 the companies submit 
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Without any effort; in fact my experience with other com= 
panies + have had to deal with, trust companies that were 
managing, or the managers of the companies, they just re- 
fused to even consider whether it was right or whether it 

was wrong, they say "We will not enter into any argument with 
the Government" with the result that the Government officials 
have gradually got to the point where they feel that they would 
take a stand and they enforced it; in other words there may be 
a legal basis for it and there may not, if it seems reasonable 
to them they ON: impose it and they get away with it. 
For that reason, you see even the major companies are in the 
same position, the Provincial Governnent in Alberta in the 
last 20 years in connection with the oil industry ané it comes 
back to crude again, because that is one of the things that 
affects the price of crude, the Government has, in Ge aban 
lence at the pee imposed this condition and that con- 
dition, that didn't work out in a practical way; it disturbed 
the ordinary economic relationship but the major companies 
never fought it; it is only as a very last resort that they 
will ever make any representations to the Provincial Govern- 
ment and then it will only be, be very very soft, for this 
reason, the Government is in a position to do more, more harm 
if they resist; in other words if the major companies resist 
any imposition by the Provincial Government in the matter of 
administration of taxes or the collection of taxes or the 
rates, or the right or wrong of putting on certain practices, 
it is true that the companies or the individual can compel 

the Government to review its situation and abandon that par- 
ticular tax or that particular method of applying the tax- 
ation, by taking it to Court, but the Governuent is all power= 
ful, if they cannot get it that way, they will pass another 


law or they will base their taxation on another method, so 
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that the companies have come to the point where they now 

try to find a way around but not resisting the law; well 

that has gradually been turned to the big companies! ad- 
vantage to this extent, that the more red tape, the more 
conditions the Provincial Government devises for the pur-+ 
poses of getting taxation or for the purpose of gradually 
getting more taxation by getting information that would give 
them a basis for further taxation, the more red tape that 
entails a greater load on the small individual marketer, 
producer or refiner, and it got to the point and it is now 

to that point, where the burden comparatively is greater on the 
small company but comparatively light on the big company, 

so that it has had the same effect upon competition and on 
commerce as a tariff. In other words any impediment that 
falls lightly on a big unit than it does on a small unit acts 
the pame as eae break. I will illustrate that, in our company, 
it is only a very small company, we have now reached a stage 
where we cannot afford to give the Government everything they 
want, not only the Provincial Government but any Government 
that sends through a lot of requests and reports and wants 
them and that requires that the company be built up to where 
it takes a competent staff, because these reports are very 
complicated, we have reached that stage now, but for years I 
was in trouble with the Provincial Gowernnent, why, for this 
reason in the main, I was not, I didn't have the knowledge to 
start with, I couldn't afford the staff to comply with all the 


requests and all the necessary regulations that were imposed 


on my business. 


ee. 
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So that, in other words, I did not fill in all the forms 
and I was constantly up against it. letters by the ream, 
demmnding this and demanding that Not necessarily money, 
because the taxation part of it can be thrown back on 

to the public. But the red tape must be observed in 

the business. Now, red tape is a greater burden on the 
little companies than the taxes and as a result of that 
my inability to comply with all the demands for informa- 
tion and for returns and for whetever they wanted, I 

was continvously in trouble. All right. I have outgrown 
that. ‘We are now able to furnish everything they want, 
no matter whether it is a form with one hundred and fifty 
questions. I have developed a staff that is able to 
handle it. Though, Mr. Chairman, we are called upon to 
give the same information, as the Imperial, which does 
fifteen times the busimess or one hundred times the 
business. Our form is no longer or shorter than the 
Imperial's form. So that it falls disproportionately. 

on the small companies. In fact, it is one of the basic 
reasons for the individual gradually disappearing from 
the picture. Now, it is not just a mere occurrences 

that we find this more and more concentrated in the 
hands of the big companies. It is because there is some 
underlying factors that bring about these situations. 
Now, that brings me back to ifr. Dean and respecting his 
demands, because, after all, he represents the Provincial 
Government. We were dealing with him and not with an 
abstract entity known as the "rovineisl Government. He 
finally agreed to accept the proper amount of money or 


to accept the taxes or the royalty on the actual receipts 
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of the company. Now, I am dealing with the Sunburst. 

I will give you the history of that company. When the 
same demands were made on that company for these 

reasons that will be found in the contract that exists 
between us, where we sell the oil; in other words, 

where we acted as the seller on a commission to develop 
a market for their crude, that is exactly the same 
corollary as the Model. The company only received so nueh 
nett after deducting the amount of money they paid out 
in commissions and they offered to settle on the amount 
of money that they did actually receive. Being as this 
Sunburst well is in the hands of a trust company and 

the trust company manager is also loathe to enter into 
any discussions or any trouble or any lawsuits, he 
naturally recommended accepting this offer and said 

to the company's manager "You must settle on that basis." 
Tat is another instance and that can be repeated in a 
good many instances. ‘Vhat is the result of that? 

Te result is to consolidate and to perpetuate the 
system of the Imperial Cil because they have gone out 
and established the basis that everybody foltows and the 
practical results of it is that no one is in a position 
to destroy th.t, even though the economic necessity for 
others may demand it. 

Q THE CHAIRMAN: I do not understand it. There 
is a posted field price which is higher than you are 
willing to pay? 

A Yes. 

How was it economically sound for anyone to sell to you 
for less than the oosted price? 


ae You mean for any one producer? 
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Yes? 

Yes. Well, we will take the Model. You are asking 
now why would they be willing to sell for less than 

the posted field price. The Model at the the time when 


they first began to conceive of the possible benefit 


of the crude to their company of selling their erude 


outside of the mejor companies----but first I want to 

say this, they had just brought in the first well in 

Turner Valley and at that time it was apparently good 

business and they found it to their advantage to contract 

the well to the Imperial Oil. Now, at the time that first 

well was brought in it was the only erude well in 

existence in Turner Valley that produced any amount. 

That is, it produeed a respectable amount, I think it 

was 250 or 270 barrels. Sc that the Imperial paid them 

&@ premium for that crude. Now, the manager of the Model 

is a very shrewd operator and he forssaw the future and 

he refused to be bound by an agreement for the life of 

the well. So that his contract was apparently for a 

definite period. Now, I learned some way that that 

contract was going to expire in so many months. I went 

to the company and at that time it was not a lower 

price, it was a higher price. It moves both ways. 

I think that is relevant. I offered to vay a premium 

of 35 cents for that crude over and above what the 

Imperial was paying. At the same time I made that offer 
another company that was operating at the time, the | 

Bell Refining Company, made a bid for that crude, 

and that was finally contracted for.a definite period 

of time for the Bell Refining Company for 70 cents a 


barrel above the posted field price. Why? Because at 
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that time, and this is probably a good point to bring 

it in, we were importing crude and the Imperial had 

not been compelled to establish a price in Turner | 
Valley for crude that was equal to the cost of 

importing the crude. In other words, they had sufficient 
control of the market and of the products that they were 
not put to the necessity of finding out what they could 
lay down crude in here for and pay the producer in 
Turner Valley that amount. They could impose a lower 
price and get away with it, which is ordinary business. 
Now, although they were open to sniping by the independents 
getting that crude, which is exactly what happened. We 
did not pay its relative value to what we were paying 

at that time to import crude. In otner words, the value 
of that crude in relation to what it would cost us for 
the same grade of crude laid down here from Texas or 
some other place - it was Texas at that time, and the 
Imperial was importing from Wyoming. But as time went 
on due to the fact that the Model had brought in a well 
and were getting crude and getting a good price for 
their crude they accumulated capital and went out and 
acquired other property and they drilled more wells and 
got more crude. Again, Mr. Fisher, knowing that it had 
been successful, his policy, in not tying up to the 
Imperial for the life of the well, and it had permitted 
the company to make thousands of dollars, he proceeded 
to only tie up his wells with the British American, 

the new wells, for a definite period of time. But also 
in the contracts, after manoeuvring back and forwards, 


the B. A. refused to contract the whole output of the 
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wells. They reserved the right to ate only so much. 
But he could not sell the balance. In other words, 
they were putting themselves in the position of the 
International Company in Montana where they could 
effectively tie up the crude and take what they wanted 
up to the stipulated amount in the contracts and the 
other crude would not go on the market in competition 
or be able to compete with it through the medium of 
independent refineries. Now, at that stage the Model 
had acquired a lot of lands in warious fields. They 
were in possession of quite substantial production and 
they conceived the idea of eventually going into the 
refining and marketing business. It seemed to them 
moae profitable. In fact, it was the logical thing to 
CoO... uney had the crude. They saw they were dependent 
on someone else for the marketing of that crude. They 
saw they could not get the price that they felt the 
crude was worth due to conditions that existed and they 
conceived the idea of going into business for themselves. 
Now, they had to prepare the ground. It could not be 
done overnight. So the management began to approach 
the refineries with a view to developing more markets 
for crude so that they could develop the lands that 
they had yet undrilled. Now, at that time I want to 
point out, Mr. Chairman, there was no Government 
restriction on production. In other words, we were not 
yet confined to any particular formula. 

Q MR. FRAWLEY: There was purchasers! pro- 
rat ion? 


A By the Imperial, yes, but it still does not apply to the 
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Model due. to the fact they had seen fit and were wise 
enough not to enter into any such contracts as the 
prevailing purchasers’ contracts which at that time 

put the Imperial in a position as we know now where 

they could pro-rate their purchases, and the producer 
could not dispose of the balance. So that for all 
practical purposes it gave them a monopoly on all the 
crude even though they could not sell it. Now, the 
Model then approached the different available 
independent refinerics and they said "We are prepared 

to give you crude at the price that you can compete 

and make a reasonable profit so as to develop your 
Operations, and so that in time you will take a greater 
and greater amount of crude from us." They naturally 
understood if we did not make a profit we could not 
expand. If we did make a reasonable profit and expanded 
our requirements of crude would go on growing and they 
would in turn drill more wells and develop their 
properties and turn them into cash, which is the object 
of any commercial enterprise. That is the reason why they 
later reduced the price, the posted field price, although 
at one time they had received considerable premiums. 

Now, that is a typical result of controlled fields. 

THE CHAIRMAN: What happened as a result of 
these negotiations? 

Oh, well, now, the Model has been selling to other 
refineries, At times at less than the posted field 
price and the result of that is the Model had planned on 
drilling a large number of wells and going into not 

only helping the existing refineries to expand but 


going into business themselves. Put as has been brought 
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out yesterday or the day before, they had considerable 
holdings in the north end of the Valley, very valuable 
holdings, as it turned out to be, after the Home- 
Millarville came in, and an attrautive offer that was 
made by the Imperial for that acreage apparently was 
compelling. They apparently sold most of that acreage 
to the Imperial. Now, this gives them a lot of money. 
What they are going to do and what they have in mind I 
do not know. But the fact remains that is a typical 
instance of a good sound manager taking the trouble to 
find out what it is all about and basing his operations 
on &@ long term basis. In other words, Mr. Fisher and 
his staff and the management of the ifodel went at it in 
a rational way, having given the proper weight to the 


rational factors that would affect the operations of his 


company if he was going to make a success of it by getting 


all that the situation would permit. Not to-day but over 


a period of time. 

MR. FRALEY: The Chairman asked you to tell 
us what happened at the time he offered the independents 
to sell all his production at a lower price than the 
pipe line rate. 

He did not offer to sell all his production. 

Did they go through, these negotiations? 

Yes. 

My note is left in the air. What happened about it? 

He did not offer to sell all his prodwétion. He offered 
to supply what we needed, Now, there is another thing 
I want to point out. When the Model offered to sell 


this crude they did not come to me and say to me "You 
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must take all our production, Winter and Summer, and 

we are going to impose conditions on you that will 
break you." He said "We will give you what you need 
as you need it and at the price you can make a profit." 
Which is the only way that an independent refiner can 
prosper. ,Now, ne did not offer all his crude. He 
offered only what each purchaser was willing to take. 
Is there anything elso there I have not answered? 

Q Yes, but I do not know, I do not think the Chairman 
will prefer that I should cross-examine now, but let 
the witness finish his statement. 

THE CHATRMAN: Did you make a deal with him? 
No, I did not make a permanent deal. At the time he 

made me the offer there was not sufficient crude available 
not tied up. In other words, when he approached me. some 
of his wells were still under contract and the amount of 
crude available, due to the coming in of the Conservation 
Act, was reduced to the point where I would have had to 
buy only a part from him and a part from someone else. 
Now, also later on he was able to make a deal with 
another company that would take up the slack in a better 
way than I could. In other words, the other company was 
much bigger. Its operations were much bigger than mine 
and they would be able to take up the difference. 

MR. FRAWLEY: What company was that? 

A That was the Gas & Oil. Now, that has put the position 
of the Model, it has put them in this position. If 
to-morrow, for some reason or other this Board finds 
that the workings of the Conservation Act are inequitable, 


and that the field is allowed to produce on some other 
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basis than the present and the Model wells are allowed to 
produce more oil and the Imperial or the major companies 
refuse to buy except under pro-ration to the rest of the 
purchasers, the Model will be in a position to step out 
and market all the crude that it can produce logally. 
Now, no management would not just look at to-day. Mr. 
Fisher, ho doubt, has hopes that sooner or later the 
economics of the situation will prevail and that he will 
be faced with the necessity of going out and establishing 
some market for crude that will put him in the position 
to drill more wells. So from that standpoint he has put 
himselt in’a position to deal. I do not know if 2 have 
made myself cloar. That is about all I can say on that. 
Now, to come back to the price, or at least what influences 
the price of crude in Turner Valley. I have zvelated some 
Of iv. Ll want to come back to this pro-ration, not! with 
a view to questioning whether it is right or wrong, but 
what effect it has on the price. AS has been pointed 
out to me, the old law, that is the old Conservation Act, 
did take into consideration or did put on the ®onservation 
Board the duty of maintaining prices. The new Act, I 
am informed, does. not. But there has been absolutely 
nothing changed in the method that the Board has adopted 
in managing the field. 
MR. FRAWLEY: If I may interrupt. That is 
the old Statute, 1935, Chapter 1, and this is the new 
Statute, 1938, Chapter 15. At the second Session, I 
think, is the way it is distinguished. 

Q THE CHAIRMAN: Have you seen the last Act? 


A No, I have not. I probably did see it in Edmonton at 
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the time, but I am not familiar with it now. I think 
it gives them unlimited powers. 

MR. FRAWLEY: Mr. Chairman, 1938, 2nd Session, - 
Chapter 1, that is the new Act. It might be better if 
you wrote on the other act, Chapter 15 of 1938 repealed. 
That is the new Act, the existing act. That other Act 

was repealed by Section 57 of the new act. 

Q THE CHAIRMAN: Now, Mr. Plotkins, I was just 
wondering, you are in effect suggesting to us at the 
moment on this phase of your evidence that in operation 
this Conservation Board is doing that which has this 
effect on prices, adversely to the interests of those 
interested in the oil business. I supvose that your 
view is that if your evidence is accepted we should mske 
recommendation first that Statutory changes be effected. 
Is that correct? 

& I do not understand you. 

As I understand you, you have a number of times suggested 
what you conceive to be wrongs in connection with the 
operations of the Consersation Board? 


A Yes, as they affect prices. 


Q Quite so? 
A Yes. 
Q ae as I have said, they have an adverse effect 
on prices for those who are interested in that field? 
A Yes.. 


Now, I take it, that you are inviting us as a result of 
having heard this evidence, if we avcept it, to make 
recomiendations as to changes in the Statutory position; 


the powers of the Board? 
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Considering that angle to make changes if you deem it 
just. 

Yes. Now, apropos of that, before you pursue that, i 
suggest that you examine the Act you are talking about. 

[I mean do not suggest we recommend Statutory changes 

that are already there, or adjust something that is wrong 
that is completely covered by the Act. I would just 
Suggest you lock it over over the noon-hour? 
Yes. few ME. Chairman, it is perfectly possible with 
the same Act, the Conservation Board could change its 
formula, could change its viewpoint and adopt a different 
policy. 

MR. FRAWLEY: I wuld think so. 

THE OHATRMAN: 7 Naturally, within the frame- 
work of your Act. They cannot go contrary to the Act by 
any regulation. They only have the powers the Parliament 
has conferred upon them, whatever they may be. I have 
not read this new Act any more than you have. Perhaps 

we both should before we start talking about it? 

Yes, that is truc. I am not going to talk about the 
Act. I am going to talk of the results of conditions 
that exist at the present time in Turner Valley and what 
effect it has on that posted field price. The Act is 
there and we cannot get away from it. The Board is 

there and it is issuing Orders and the Orders have a 
certain result. That result is now affecting the posted 
field price. 

You are concerned with whether or not - surely within the 
scope of this legislation - the Board is doing things 
which in your view are disadvantageous to those operating 


in the Valley. If, outside of the scope of this legislation 


T—1 


they are doing something contrary to it then that 
is a matter of disobedient puclic officials and a 


Gb fF OD PF 


matter of reporting to the Government that created the 
Statute. That is another thing entirely? 

Well, I do not think that is the case. 

Well, read your Act and we will know? 

All right. 

I just point out to you that you can come back to this 
eeoin Ae you. think it is es you should but we 
think you should know what you are talking about as far 
as the Statutory conditions go. Now, what else have you? 
Mr. Chairman, I only take a very small interest insofar 
as all the different Statutes affecting our business are 
concerned. In other words, when there is a new law I 
acquaint myself with it and try to adjust our business 

to it, but I do not act until I have learned what effect 
that legislation has on our business and then I act. 
Because of this. There is one hundred and one laws. 

Some of them are enforced to the letter, some of them 
are enforced in spirit and some of them are not enforced 
at all. Now, in dealing with the Turner Valley situation, 
I can only - when I am going to present evidence to the 
Commission of the factors that may or may not influence 
the posted field price - I can only deal with the effects 
of the legislation, not the wording or what Orders the 
Board gives, but what the result of them Orders is. 

I have got a note here I was going to deal with the - 
question that relates back to the Conservation Board and 
it is this. I was going to point out that because of the 
situation that results from the legislation in Turner 


Valley where the small wells are gradually put out of 
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business that in turn reinforces the control of the 
Imperial in that field and makes it that much better 
for them to impose and enforce that posted field price 
of theirs. Now, here again I sm going back to that Act 
because as a result of that Act, and as a result of the 
Orders of the Conservation Board conditions have been 
created in Turner Valley where small wells are gradually 
put in a position where their cost of operation exceeds 
the economic value for their crude cil and for that 
reason it compels them Sooner or later to sell out to 
the Imperial, directly or indirectly. At least that 
production passes into the control of the Imnerial Oil, 
and, reinforced by maintaining the nercentage, or by 
increasing it, their ability to continue to post that 
price and no one being able to challenge it, because 
the posted field price is not a posted field price if 
the people that post it cannot enforce it, and they 

are certainly successful in enforcing it and imposing it. 
In other words, if the Imperial to-morrow decides to 
post a price of $1.50 and I was successful in buying 
oil from a number of independents for ¥1.30 and the 
other independent refineries could buy it for $1.30 

in a sufficient quantity, even 10%, we could go out and 
base our refineries! sale price on that $1.30, and the 
Imperial or no one else could ever maintain a price of 
1.50, because we would be compelling them by the fact 
we sold gasoline on the basis of 31.30 to revise that 
price because if they did not they would be losing a 
lot of money through the fact that whem they based that 


price of $1.50 they also assumed they would be able to 
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maintain the posted tank waggon price of gasoline. 

But if we could get crude for less and in return we 

would have a lower cost of manufacturing and are willing 
and able to go out and sell at a lower price than what 
their posted tank waggon price is, that posted field 
Price, 1S Of no value. And that is one of the reasons 
Woy there is no posted, official posted field price in 
Cutbank to-day. As I explained previous, every refinery 
and every group of producers has found its own market 

on different prices and what is the use of posting up 
aprice? There is not any official posted price. MThe 
only reason that the International settles its royalty 
on the price of $1.10 is for the same reason the 
Royalite would settle with the Government on the basis 
of the posted field price even though they might receive 
less for their crude, through this way or that way. \ 
So that all I am saying, I am not attempting to go into 
the legality of the Act or into whether the Board does 
it right or whether they do it wrong, or whether their 
formula is just or unjust, I do not know. I am not an 
engineer. I am not competent to go into those things. 
But I certainly am competent to judge the results of 
what they do and that is that they have created certain 
conditions that have continued for the Imperial the 
position that they assume, and that they made the 
public face previous to the Canservation, which was 
purchaser pro-ration. The Board is doing officially 
with the backing of the law what the Imperial did before 
the law and continue to do, even though this Act is 
repealed. Because in the new Act we have a little 
JOker there that I did not see in the recommendations 


of this Commission. I see it introduced in the Act. 
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That under the Pipe Line Act the Government will have 
the power to go ahead and make the Royalite Oil a 
common purchaser and again pro-rate the sale of crude 
to the market that the Royalite or somebody else decides. 

9) Mie PRA CLIY: Do you think that is some- 
thing new’ 

ys) It is not new but it will perpetuate that same situation 
that we are complaining about. 

Q You Know it has been there since the old Acts 

4 It has been there for years, but I do not see the reason 
for it being there except to perpetuate the situation 


which is obnoxious at the present time. 


2D 


I thought you said it was some new joker put in: 

4 I didn't say it vas nev, but I know it is there, and tomor- 
row if this Act is repealed the position of the Imperial 
will be exactly the came; the Government will be enforcing 
pro-ration through the Pipe Line Act, so we have G condition, 
Some Way or another the same condition continues; now is 
it by coincidence, or is just that somebody copied the Act; 
would not you say whoever done that, whoever worded the 
new Pipe Line Act, would they not give consideration to 
that factor, or was it deliberate, I do not know, but it 
Seems to mé..... 

TH! CHAIRMAN: You can always assume that 
any piece of legislation is deliberately done. 

4 True, and I only came to that assumption because here is 

€@ condition that maintains a certein situation in Turner 

Valley, and in turn makes it possible for the Imperial to 

Maintain the prices throughout the ‘vest which means 

Millions of dollers of profit end naturally, I am not, 


I believe that that is done with the view of maintaining 
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their position; now xnowing the situation, it is not 
coincident, it is acesign, that is the only conelusion 

I can come to; now, having said that I am going to go 
pacKkeeseoe. 

TH! CHAIRMAY: I do not understéend, are 
you suggesting that the Government of the day is playing 
some game with the Imperial to destroy independent oper- 
ation in Turner Valley? 

No, not exactly that, although probably it amunts to 
that; Iam suggesting now that the Standard Oil of New 
gersey is just continuing its same old game that it has 
been successful in carrying out throughout the world in 
So bringing about conditions that no tatter what Govern- 
ment, whether it is Conservative or Libersl or Social 
Credit or any other Government, that they are able to 
Girect, by influence or otherwise, legislation to 

attain their ends; In other words, they are dealing with 
people, now this is not implying dishonesty, I am going 
to explain that, if a man that knows ten times more about 
the oil business than I do comes along and wuekes me 
believe that such and such is wise ana fair and equitable 
and because of my lack of knowledge I accept that and 

act on it in good faith, it doesn't mean that I am 
dishonest. 

Mo? 

But that is the situation that the Standard Oil of New 
Jersey finds themselves ir practically throughout the 
world, because the Standard Oil is dealing with a commodity, 
With an industry that they know from 4 to 2; the Govern- 
ments are attempting to raise revenue, in every country 


the percentage of revenue derived from petroleum products 
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and its associates, is assuming an enormous price; the 
Government is vitally concerned with ma inte ining that 
revenue, and as a result they are willing end ready to 
listen to any suggestions that in the opinion of the 
industry, the Standard Oil is the dominant part of it 
and others follow, they are usually willing and ready 
to lend themselves to anything which sounds or seems 
plausible and fair anc just, but @gain, as in the case 
of the Conservation Act, the lows can only be measured 
as two the results, not the intention. There is no doubt 
in my mind that when thet original Act of the Pipe Line 
Sct, or when it was drafted now, there comes to my mind 
one remark that ir. Tanner made at a meeting in the 
Gonservation Board's offices; I MSy say now, wry he 
probably would be the one to insist on that p-rticular 
clause in the new Pipe Line Ast, end I probably will 
relate it because it is vital to this Commission to 
know what is tack of these things. "e@ were discussing, 
& group of independent producers and refiners, were 
discussing with Mr. Tanner, the Minister of Lands and 
Mines, and a number of other officials in the office of 
the Lands and Mines in Calgary, what should be done to 
make the situation more equiteble; now dealing, one 


of the suggestions that Mr. oh, in connection with 


the pipe line as well as with production, and one of 

the eee ctians that was advanced by ir. Tanner was that, 
make the Royalite Oil Company a common purchaser as well 

as a common carrier, would, thet would sohve a lot of the 
problems; well now, and I find that remark and suggestion 
in the nev Pipe Line Act. ‘:ell now, kr. Tanner is certainly 


amenable to any intelligent suggestion by anyone, I mean 


Sona Fe ae 
ty eee 


ety 


ve" 


inva s 


Ais 


O~2 
4 


-7749— 


if anyone came along to Mr. Tanner, if Mr.Tanner has 
confidence that he knows whet he is talking about, 

and he is interested and reputable, will no doubt 

accept the suggestion seeing he is not an oil man 

himself and can only have a superficial knowledge of 

the business, and there is no doubt in my mind that 

it was suggested to him that making the pipe line a 

common purchaser may be the way out, but whoever suggested 
1% to him certainly had in mind the Imperial situation, 

that if we succeeded in destroying or repeeling the 

present Act, that they would be back in 2 different position 
insofar as retsining the control of the price of the field 
and retaining control of the market of estern Canada, 

and as a result of that suggestion I heve no doubt that 

Mr. Tanner, in good faith, certezinly came to the conclusion 
that that was desirable, but not knowing the business suf- 
ficiently to weigh all the implications, we have a situation 
where we have the new Act, if tomorrow the Commission 
recommends that this Act be changed..... 

Me SORA LEY Which act now, "this act"? 
This Gonservetion Act, be changed or altered, because 

it is not equitable and automatically there is no Sct.... 

No Conservation Act? 

There is no Sct, no Government pro-ration or markets 

because there is no other matter in this Act that seems 

to me of any disadvantage to anyone; In other words, 
Conservation is basically sound; the controlled pro- 
duction of the natural resources is sound; the direction 
by competent engineers is sound, but the minute we start 

t> use these excuses for to relete it to 3 market condition, 


it is an economic proposition amd where the question of 
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policy enters into it, it is likely to make or break 
some body, then it is not quite so sound, because 
Government officials cre not capable, in the very nature 
of things, of directing economic policies, especially a 
Provincial Government. 

Q TH: ChalRVaN: You see we are told that 
there is nothing in this Act about pro-retion to market? 

A There may be not, Sir, but every month the Conservation 
Board finds out, 'phones us and finds out how much we 
can market and they do the same witn every other refinery 
and they adjust the production to market and the result 
Dec eis the Sane as if itiwere in the Act, if it as not 
in. 

3 Tha t would be all right would it not, providing they were 
also ascertaining from their engineering department that 
it was sound from the standpoint of the field: 

A Wes, it .would be quite all right, if there was no op vor- 
tunity for the Imperial Cil to find out, through statistics 
or through the Board, what the probabilities, what the 
probable requirements of the market were for that eepeane 
and then so adjust their figures as to balance the 


production with what they want produced out of that field. 


r-3e) 


Mi. FRAWLSY: Nov. would you mind stating 

that agein, I do not understand that, it seems to be 

important, it is what you are saying? 

4 It is importent. 

Q It is what you have been talking about for two days, and 
elaborate that if you will’ | 

4 Twill elaborate that, I think I have made a study of 

that since I have been here which gives me some basis 


for talking about it. 
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TH? CHATRMSN: “hile you are Looking that 
up I think we will take a five minutes recess and sit 
that much lon 6r. 

(An adjournment of five minutes was here taken}. 


THO CHS IRMAN: Ali right, Mr. Plotkins? 


a 


A I have not the facts that I want, but I am going to talk 
in general on that subjedt; I thought I could illustrete 
it to make {t more easy to grasp beceuse it is a common 
thing in our business to do that. Now..... 

c Me. FREVLEY: If I might suggest, probably What 
the Chairman said et the Conservation Act, if you are 
going to discuss eHia” common purchaser's business, you 
Should have before you the Act which contains the clause 
in question‘ 

A Yes. Now to illustrste the workings of what I am about 
to say or bring it in detail, we will assume that in 
the vinter time there is an actual market for the Valley 
crude of 10,000 barrels per day, that is everybody's 
market, the nominationsare totalling that to actually 
take care of the market and thit I nominate 500 or 
200 and someboyd else nominates something else and the 
totals have amounted to 3000 barrels and the Imperial, 
having in mind the competitive situation and recuirements, 
then calculates what nomination they should make in 
order to either build storage, that is build up an aceumul- 
ation of crude, because the accumulstion will fall in 
their hands and no one else, as has been pointed out by 
Mr. Mayland, it was very well illustrated, and if they 
Want to bring about a levelling off of production in 
Turner Valley, ell they do is maxe a nomination, and 


edd to the rest of them, sufficiently high to give them 
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a surplus over and above their actual requirements to 
over that market; if, on the other hand, they see fit 
to rot want to build any surplus or any Stovesow eos. 

c THe CHAIRMAN: May I ask you to pause 

there, you say they can do that‘ 

Yes. 

“hy cannot you? 

“hy cannot I* 


Or anyone else? 


- © F- ODO ke 


In the past if I did we would have to get it through the 
Imperial. in other words, we would have to buy Imperial 
production, pay them money, accumulate it in a tank and tiuke 
a chance of them breaking the price if there was sufficiemt 
accumulation or if they didn't like the policy thst I 
edopted; you see they are the contra t holders;, it is 

not like as though it were a free market, if it were,all 
these things would not work that vay then, but where they 
are in control of the production, of most of the production 
in Turner Valley, any nominstion by an outsider accumulates 


in their hands and it is their oil. 


£ 


Now what do you suggest, that the contracts be set aside? 
4 No, I am not suggesting, at this stage I am only going to 
answer what is possible and what takes place. Wow how 

to remedy it is not a very simple guestion because that 
is tied in with all the rest of the problems but through 
the fact that they are in a position to so make their 
homination so as to bring about either a parity with 

the market or a surplus or a4 scarcity, because of the 
fact that they mey have oil in storage and are ina 


. POSition to have that oil in storage, where the other 
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companies may not hsve, - in fact until the British 
American built their refinery there was no other storage 
that could threaten any position that the Imperial chose 
to create with the poe that if they did, and I am 

only surmising that they did because that would be a 
thing that I would want done if I wanted to bring about 
Parte iin conditions in Turner Valley, if they did so 
arrange their nominations and so arrange their purchases 
so that at certain times of the year a number of wells 
found themselves in 4a position where their cost of 
production exceeded their returns end in turn that would, 
the difference between what they nominated short in the 
winter HG Siow come about in the summertime, sc that 
in the summer deys small wells could not produce it, and 
as a logical result it would have to be produced out of 
the big wells, then they have done two injuries, one is 

. they have put the small well on the spot and forced it to 
the wall, and the second thing is they have obtained ofl 
for nothing in the summer time by orders of the Conservation 
Board that they are not entitled to. 


THE CHAIRMAN: TE aor t\folvow ethate 


cm) 


A You don't follow tht? 


AD 


No. / 
4 ‘ell now, the theory of the Conservetion allottment is 

the sharing position, that is, we h-ve been told that and 
there is no iia te abouteit, so that if sat any time the 
Sharing position is not maintained and there is a deficiency, 
in other words some wells is not getting out of the ground 
the sharing position according to the orders worked out by 
the Conservation Board, they demand that, they should 


et it out of the ground, and if they do not get it ot, 
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they are short so many barrels, they will never get 

that out, their time has gone, so if we can bring about 

a condition where the nominations are short in the Wants 
time and there is a scarcity or at least there is a 

eredit by these small wells that they are never able to 

get tack, that credit accumulates and who does it go to, 

it goes to the bigger wells; now if them bigger wells 

had to pay for something...... 

MR. FRA LayY: There is no oredit accumulates, 
I am sorry to interrupt you, where does any credit accumulate? 
All right, I will give that, I thought it was very plain 
Dut perhaps it is not plain enough; if you do not produce, 
there is a good illustrstion the last month or so, the 

Board says the market requires 22,500 barrels, and the 

Order of the Boaré goes out the field must produce that, 

and it didn't, because some wells did not produce the 

quota, is there not a credit accumulates there that the 
Board must make up by raising the pro-retion the next month; 
they heve not produced it and in order to get it produced 
they raise the pro-ration, which has the effect of not 
changing the small well's position, it has reached its 
Maximum, but the big well comes up; I do not know 

that it is very hard to understand that. 

Meeeanic. Understand it, if the total 25,000 is not 

Cbtained from all the wells, they re-arrange these 
€@llowables and give the people who can produce, more 
allowables? 

True, Mr. Frasley, but if in the winter time there was an 
Opportunity to level up the companies so as to bring 

about an equitable condition for the yeor round, that 


had been taken into consideration, if thet had been taken 
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into consideration we would not have the condition 
develop where the big wells are stealing the orude from 
the small wells at no expense to themselves. 

q I think I understand it, you say that the small well 
should be allowed to produce in the winter time even 
although the market is only 10,000, he should be able to 
produce more than his share position in that market, say 
in December’ 

4 At that figure. 


Knowing that market in December and January, he should, 


> 


however, be given an all year level, and he should be 
allowed ta produce it and store it above ground in the 
winter time, and then what happens to him in the su mer 
time is not so important? 

A Tam not saying should be allowed, that is a matter of 
mechanics, but I am just pointing out that the present 
mechanics of applying the Board's orders, I am not 
recommending it should be done this way or that way, 
but Lam just pointing out that the Board's orders as | 
carried out at the present time of just keeping everything. 
down to the figures that the Imperial bil Supplies, results 
ina position where the small well does not get its proper 
Seouns Of O11 taken out of its well for the year. In 
Other words,fors 6,000,000 barrel given market, each 
well should get so much of that market, but it don't get 


it out. 


ra 
C 
5 


Mr. Plotkins, look, just see if I have it right, do you 
Suggest that there should be a permission granted to the 
Small wells to produce in the winter time regsrdless of 
the market of the winter time, which, as you say, the 


present systen is? 
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A Yes. 

@ nd that the Board shoula serve out a sort of all year 
basis end therefore this small well should be allowed to 
produce in the winter more than can be marketed in the 
winter and should be allowed to store above ground: 


4 I am not suggesting that, thet may be the naturel result. 


. Is it not the result of what you are saying? 

A It is. 

A Then let us be frank about itt 

4 2 a@m not trying not to be frank about tis. 

Q It is difficult to follow you, frankly, and I am endeavouring 


to follow you, we will have to teke days apparently on 
this statement of yours, but I would like if I ean to 
understand it as ve go along, is that your suggestion 
about these small wells’ 

A The way that is taken care of in the United States, you 
sse I am always coming back to the United States because 
we have some examples to go by, the practice has there 
been built up as a result of free competition in most 
eases, and as a result what do we find in the United 
States, not pro-ration, and even in the Texas field, 

@ certain minimum allowable, in other words, oertein 
Small wells are allowed to produee 100 up to a point of 
SO much because that tekes care of the equitable, their 
Squitable position in thet field, where here we squeeze 
it down to 20 barrels, 30 barrels, that is all I have 


to say on thet subject. I am not making a recommendation. 


r 
“4 


You are asking this Board, you said this Commission 
Should make recommendations if they find something wrong 
in the operation of the Board's orders, now are you 


recommending, are you submitting to this Board that that 
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is the answer, to permit these small wells to opera te 

in the winter time regardless of the wintertime market? 

I think that is one of the answers, I would not say that 

is the answer because I have not given it enough thought | 
from that angle, but I do believe that if the Board did, 

jn arriving at its quotas for each well, take the yearly 
market instead of the month by month market, and assign 

the sharing position on that basis, probably, of course 

I don't know the mechanics, there are other problems 
involved, the enginecring factors, that I am not asquainted 
with, probably the sharing position of that w1l would be 
more equitable, and all I am suggesting is this, not for 
the Conservation Board to change its tactics or to do 

this or do that, but I am merely trying to point out the 
result of their policy, that is all. Now the suggestions 
and recommendations are for the Board to decide; all I 

can do is to tell them what I know and think, and I can 
give opinions, but that is about as far as I can go. 

MAJOR LIPSETTE Mr. Plotkins, what you seid 
there about the praetice in the Stetes in connection with 
their small wells, that they are allowed to produce up 

to their maximum? 

Up to a point. 

Can you give us any information about that? 

Yes, in certein fields, stripper wells, the term is 

used of "stripper wells" in a field where there are larg 
wells and small wells, the small wells get to the point 
where they can only produce so much and their sharing 
position is out of line with the rest of the wells, and they 
then become what we know as "Stripper wells"; the Board, 


or the method of handling it in the United States is to 
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declare so many barrels to those stripper wells and they 
are allowed to produce. | 

iz So many barrels what? 

A 4 given figure is the standard for the stripper wells. 
For instance in Turner Valley the operators at the last 
sassion of the Leglsiature asked for that; they said 
"Now any well that produces less than 200 or 150' JI 
don't remember the figure, 'should not be taken into 
account, should be allowed to produce." WO LL, Mire 
Knode and the rest of them said "No, that is not the 
way;it is going to be worked out mathems tically 
irrespective of the financial considerations involved;" 
now that is what I meant in the United States, they 
have this class of wells knows as "strip»ver vells" that 
is outside of the figures that are assigned to the 
bigger wells, and as ge result of that policy, while it 
may not be 100% equitable, beceuse it mey not be possible 
to make it absolutely equitsble, yet they are not 
penalized only to the extent that they cannot produce, 
but not only do I want to point out the unfairness of 
that sharing position, but I want to point out especially 
the results in dollars and cents on the posted field price 
of crude and on the posted tank waggon price of products, 
because if, as a result of the orders and the laws of the 
country the Standard Oil of New Jersey cen so arrange its 
affairs to take full advantage of the laws which is no 
crime apparently, then they are put in a position where 
they can dominate and maintain, dominate the market and 
maintain whatever price they see fit, as the posted price 
for crude; at the present time the circumstances is 


the only basis for the Imperiel to saintein its position; 
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in other wrrds, at the present time if it was not for 

this situation, inside of a year or two years the fmperial 
would lose control of the market for refined products, 

or the posted fteld price of crude, because of this, that 
if we can bring about conditions where they, were 
sufficient crude becomes available outside of the control 
of the Imperial Oil or its subsidiaries, so that that 
erude goes into the market and finds its own level, that 
in turn will immediately change the position where Turner 
Valley, its posted field price of crude oil will be what 
the market dictates and in turn will Speen be reflected 
in the price of the finished products in Canada, in 


“estern Canada, throughout the Provinees that it now serves. 


(Go to Page 7760 ). 
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Q THE CHATRMAN: Can you suggest to us in 
any way how that can be brought about in the absence 
of ownerShip or control of produetion by others? How 
ig that going to be effected? 

A How can that be brought about? 

Q Yes? You have pointed out that the Imperial has the 
field contracted in the main and you and other independents 
have not a like advantage? 

A Yes. 

Q They made those contracts with people who were free, and 
not compelled by the Government or anyone else to do it. 
That situation,being as it is, a contractual one, how 
are you suggesting to bring about the desirable condition 
you seek, namely, the power of the independents to get a 
sufficient amount of crude to be able to be a factor in 
Serermining the price for crude? 

A The immediate suggestion that comes to my mind is this, 
in fact the basis for any change is to remove from any 
authority the power to order production related to what 
somebody conceives to be the market. 

Q leaving power, as I understand you, for all conservation 
purposes? 

A Yes, to prevent waste and safeguard the national interest. 

Q Yes? 

A Now, when I say somebody 's idea of markets, here is what 
I mean. The Imperial or myself or anyone else may 
desire for other reasons to confine the sale of crude to 
a given territory and in order to translate that into 
effect all I have to do is to nominate accordingly. 


On the other hand, if I nominate accordingly, I can 
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successfully restrict the marketing territory of the 
Turner Valley products. Now, let us see where the 
independent is. That is the position of the Imperial. 
They have come and told us that for economic reasons 
Illinois must go into a certain territory. «ll riant. 
Let us see what is on the other side of the picture. 
Irrespective of their idea and of their conclusions 
based on their own problem we find the Anglo-Canadian 
Shipping crude to Brandon and going into the various 
markets that they say must be served by Illinois. Now, 
there is a difference of idea about markets. What one 
man or one firm considers profitable the other firm may 
consider not profitable and both should be free to decide. 
Before you leave that. Supposing that your suggestion 
was accepted by those who had the power to accept it, 
with or without any recommendation from us, and the 
Conservation Board was directec to refrain from orderirg 
productian which had any relation to markets? 

Some conception of market. 

Yes. What do they accomplish? You, still have noetyeos 
the oil? 

We still have not got the oil? 

Yes? 

You mean because of these contracts? 

Yes. We are proceeding with the discussion on the 
assumption that the nosition is as it was before Mr. Nolan 
made his statement? 

“Yell, even after his present gtatement it is atill the 
Same position. I do not see any difference. But to 


come back to your question, Sir, I assume in the light 
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of experience that the minute that the independent 
producers in Turner Valley are put in a position where 
they are going to gn out and produce ioe wells only 
subject to Government regulation to prevent waste, 


that they are then going to be faced with a new situation. 


That is they are going to have the opportunity to go out 


and establish a market for their crude and they will not 
in the future contract any more wells that they may drill. 
Because, «s the Board has no doubt had brought to its 
Perention,it takes a lot: of wells, new ones every year, 

to maintain the production to requirements. So that 
Bvery yeer, well, every week and every month, new wells 
are being drilled, both by the Imperial and the independents. 
If the indsnpendent found himself in the position where 

He could see a benefit of creating a market, and he is 
going to be able to extend his market, he is going to 

be immediately concerned with not contracting his crude. 

I want to point out at that stage two things. If it is 

a small well and a company owning one well they might 
even then consider it good business for them not to go 

out and fight about getting a market for their crude 

and they might still tie up to the Imperial Oil. 

But there may be others who have large wells and their 


cost of production is lower and they will go out and 


seek a market. Now, the average of the small and large 


wells, the owners of them that are indcpendents, at 
least that are financed by independent eapital, will no 
doubt benefit. by going out and selling tneir crude on 
whatever markets they can create. Because besides 


the recognized markets - you see, there is a point that 
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is probably vital - sa we say the market is 6,000,000 
parrels. Why? Because the conception is that the cars 
need so mch and tractors need go much. But since we 
have discovered in Turner Valley oil has been reduced in 
cost over the imported product,we are now finding new 
uses and as necessity and incentive grow we find new 
markets for crude oil that is produced locally. It 
pushes the owners to do so. We are forced to find new 
uses for our products. As a result of that we muy find 
that instead of 6,000,000, with not any great appreciation 
in cars or trucks or tractors, we might find we can increase 
that to 8,000,000. There ig road oil. There is one hundred 
Emaeone things. Just to give an instance of this road oil. 
: Upecill now the Imperial has taken the line of least 
| resistance and has brought in oil from Montana to take 
eare of the road o11 situation. There is no doubt 
whatever in some instances at the present time it cannot 
be successfully and economically manufactured out of 
Turner Valley crude. But on the other hand, when our 
company found ourselves in a position where we nad hundreds 
of thousands of gallons of this residue, what did we do? 
Just forget it and say it cannot be sold? And we are 
going to bury it? No, we went to work and we found new 
) uses for it. The way we found new uses was because of 
the fact that the cost to us of that road oil was low 
€nough we could afford to go out to the different towns, 
villages and cities and say to them "“e will process 
your roads where they are gravelled or dirt and dus t-proof 
them for you for a consideration that is very very low." 
AS a result of that we sold some four hundred thousam 


gallons of oil, of the residue that had no other market 
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last year, to dozens of villages and towns and cities. 
Now, we did not go to Montana and get that oil. Wa 
used the Turner Valley product. In other words, we 
found that the Turner Valley product could do the work. 

‘ But we had to develop a new technique and anply the oil 
to the surface. We did develop that. Why? Because 
necessity compelled us. As 4 result we can now see 
markets for millions of gallons throughout the West. We 
have thousands of miles of roads that need treating for 
dust, and that is a very cheap and efficient method of 
treating, with Tumer Valley residue. Then, that is not 

all. The Imperial or the Standard Cil of New Jersey 
through one of its California companies, shipped into 

Alberta cars and cars of treating material for coal mines. 

The C. >. R.- uses the coal and it requires dustless coal. 
That oil was brought in and laid down at the different 
mines in the Crow's Nest Pass for around 30 cents. It 
came from California. When we found ourselves with a 

| surplus of these residues I began to look around for some 
uses and I found out that with a little work on the 
part of our laboratory men we eculd produce an oil tha 
instead of costing them 30 cents, and restricting the 
use of it to domestic purposes and on a very limited 

6 scale, we could supply that oil that would lay down for 

| l2 cents and as lowas 10 cents. It then became an 
economic feasibility for the collieries to treat their 

| huge tonnage at a cost of around 5% cents a ton and have 

the advantage in the loss of slack through their stack 

in their loeomotives of 12 to 15 cents a ton, and besides 


improving the working conditions of the firemen. Now, 


eae 
relies 


aL © aon 
x 


ia, SR 


. 


L. 


Plotkins. ~7765- 


what does that meant It means that in the last two yeurs 
the market is growing and growing. We are going to find 
that the wax we can extract out of the Turner Valley 
crude will go to the bakeries, and one hundred and one 
uses that it can be put to. So that when the Imperial 
or any other major company nominates a figure for the . 
market they take into consideration that these products, 
the wax and this and that comes from some other refinery 
in the United States where they can better take care of 
the total manufacturing and ship into the subsidiaries 

in this territory. 2©O0 that when the Imperial dictated 
by the necessity of their parent company conditions and 
requirements nominate a market they restrict that to the 
actual market that the parent company wants them to 
restrict it to. Now, if the independent producer in 
Turner Valley is put in a position where he knows he cin 
produce oil for 50 cents or 70 cents or $1.00 a barre? 
and he can go and through his own ingenuity work and get 
$1.20 for it and find new markets, he should not be put 
in the position where someone else decides what his market 
is going to be and how much he is going to get for it. 
That is, in my opinion, one of the things that will 
bring about - it ig not the only one but it is one of 
them - that will bring about a condition that will result 
in the independents - there is not sufficient crude being 
produced in Turner Valley through the independents but 

in a short time, possibly a year or tw years it would 
Change the conditions that now exist in Turner Valley. 
THE CHAIRMAN: These contracts you speak of, 


with the Imperial. Is it just the one contract or is a 
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new contract made for a particular well? 
A As to that I cannot say exeept from memory. In some 
cases I understand that---- : 
MR. FRAWLEY: | They have been filed as an Exhibit. 
The actual well is described in the contract. 
TH; CHATRMAN; A general form of contract so 
as to cover all properties, or is it with the individual, 
as the case may be, as and when drilled? 
MR. FRAWLEY: I think there is a fresh contra3t 
as each well of a company comes in. 
MR. NOLAN: Yes, that is richt. 
A Now, talking about contracts, there is another thing comes 
to my mind. Behind these contracts there is a position, 
: at loast there is a situation that might influence an 
owner of a well to sign up with the Imperial. What I have 


in mind is this. The Calgary and Edmonton Corporation 

own a considerable amount of land in Turner Valley. ‘They 

are very close to the Standard Oil. They benefit through 
Standard Oil operations and they are naturally inclined 

to see if possible, and probably influence by granting 

much more favourable terms or otherwise to the wells that 

are drilled on their acreage that they go to the Imperial Oil 
So there is one hundred and one circumstances behind 

these different contracts that may have some effect on 
Slowing up the process of freeing some of the wells from 


the contract with the Imperial Oil. But in the main, 


IF 


that being a field that we can now visualize, I do not 
doubt that those matters that I just referred to will not 
have very much weight. They may slow it down, but 


eventually they won't have any great effect. 


a 


a5; 


Mie tehs 


L. L. Plotkins. | -7767~ 


Q MR. COMMISSIONER LIPSETT: I was going to ask you, Mr. 
Plotkins, you are basing your evidence now that a 
reduction in the price of crude would enable these other 
wells to send their crude further Hast and develop 
markets and so on in competition. But gipposing you 
get to the case where you get that price down to 
practically the minimum. ilight you not then be faced 
with a situation where some company like the Royalite 
or the Imperial might decide to go considerably further 
and cut the price away below that? 

A You mean the price of crude? 

Q Yes, the price of crude, and possibly put all the small 
companies either out of business or in a position where 
they would have to sell their holdings for any price 
they could get for it? 

A No, for this reason. In the first place, I am not 
advocating lower prices as such. I am advocating a scale 
of prices that will take care of the Moved snp of the 
market, whether they be higher or lo;er. «and that 
question of whether they be higher or lower will take 
care of itself in a free market. In other words, 
conditions that govern in each marketing territory 
will ultimately come back to the price that will be 
paid for Turner Valley crude, and that price may be 
ee than the present one or it may be lower. But 
to answer your question directly, if we have a 
free market and an independent can go out and estab?.ish 
themselves a market for their crude, which means 
the only way they can ship it is through a refining and 
Marketing organization, the fact that the Imperial Oil 
cuts the price in the field may endanger the relations 


: between the refiner and the marketers and the producers. 
i 
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Because the refiner may want to take advantage of the 
low price and the producer will feel he is being penalized. 
But in the relationship between buyer and seller, especially 
in the case of crude, there is no present situation or no 
present circumstance that governs. In other words, all 
contracts we make are elastic. It is recognized that in 
the relations between the seller of crude and the purchaser 
of crude, as a refiner and marketer of the product, they 
are both on the spot, and both faced with a situation 
that from time to time that they might not be able to 
face without being hurt or without suffering. AS a 
result the relation between independents always take 
that point into consideration and it is provided for that 
they will adjust the situation equitably so as to 
both suffer if need be rather than break the contract. 
Now, let us see what the result of that would be if 
the Imperial did want to put the price down. It would 
do them no good if there was an understanding between 
the refinery and the producer unless they also brought 
down the price of refined products, so that the refiner 
and marketer could not pay a better price than what the 
Imperial does to set down for the purposes of breaking 
the market. So that unless they are willing to take 

&@ licking all around they are powerless. But not to post 
a price, because they can do that. They are powerless to 
actually change conditions. They may post a low price 
and it may affect some companies that are not protected, 
but it certainly would not affect a business that is 
carried on on a sound day-to-day basis and yet having in 


mind a lon: term contract. 
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Q But if they reduced the price of crude from $1.30 to 
say 50 cents that obviously would bring down the price 
On, the refined product; would it not? 

A They would have to face, before they brought @own that 
price of crude, the implications of their posting a 
price of 30 cents, and deciding whether they wanted to 
Jose that much money for the purnose of getting rid of 
some small company and they would naturally would not do 
it if it meant a greater loss to them than to the other 
fellow. In any of these competitive situations where 
it is desired to eliminate competition it is always the 
lesser of the two evils that is chosen. When we come 
to weigh the cost of putting somebody out of basiness ‘we 
also have to weigh the benefits we might derive from that. 
Operation and if the benefits do not compensate for the 
cost, nothing is done. So that is the situation that the 
Imperial or any other company would be faced with if 
they chose to put the price of crude down very low for 
the purpose of doing someth.ng to somebody else. 

Q Supposing they did get down to that price, for considera- 
tions that they thought sufficient, cut the price d-wn 
to 30 cents, what do you think would be the effect on 
the position of the independents who were drilling or 

trying to produce from wells already existing in the 

Valley? 

A Well, the offect is this. We are now faced, as Mr. Mayland 
has told you, and I am faced with the same situation, 
we are now processing Turner Jalley crude at a loss. 
But owing to the fact that I have put in a number of 


years and built up an organization and that we have 
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succecded in building up a business and that if we do 
not continue to supply that market that we have created 
for the products that it wants, irrespective of whether 
we make a profit or not, if we do not continue to do 
that we are going to lose our business and disorganize 
ourselves completely. So we are now drawing on our 
reserve in order to face that loss and continue to supply 
that Market, rather than temporarily say we are going to 
close up. Because if we did close up and refused to 
serve that market at a loss we would lose our years and 
years of work and all our capital. So naturally, we 
choose the Lesser of two evils. ‘Ye continue to serve 
our market and meet the competition with the Imperial, 
even though we know we lose money and they lose money. 

Q TH CHAIRMAN: | With the present price of 
erude and the present price of gasoline you cannot make 
money on the operation? 

A The present price of gasoline of the crudes and distillates 
that we make. 

MR. FRAWLEY: 3ra structure only? 

A ord structure and distillates. Because we are not able 
yet to make anc compete in the city markets with standard 
and Ethyl. At the present time we are in the position 

where the Imperial Oil has been squeezing us down, down, 

down, and creating an artificial - well, in fact we do 
not know what the price is. 
THE CHAIRMAN: THE ADriCS Olt 

4 3rd structure, kerosene, distillate and Diceel and all 
the products that we are able to manufacture. Now, 


here ig another significant fact I want to point out. 
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Our company, and so is the Gas & O11, to my knowledge, 
is at the present time selling 80% of our outout at a 
considerubly higher price than the Imperial is doing it. 
Why? Because if we fell into the trap and followed 
their price it would only be a matter of months till 

we would be wiped out, because we only have so much 
eepital. Their capital resources are naturally greater 
than ours. We have learned by experience that the fact 
that the Imperial posts a price of 8% cents frr refined 
gasoline that we do not have to follow that with all 

our business on that basis. Our company is selling for 
13 cents against a price of 8% cents. That seems 
almost impossible to believe. It is the same 
Situation, Mr. Commissioner, as you have pointed out 
about the 30 cent crude. Even if the Imperial could 
post a@ price of 30 cents crude, crude might still be 
moved to the independent refineries for $1.00 or $1.25 
or $1.30. For the same reason that our business still 
moves at a considerably higher price than what the 
Imperial will and does deliver products for than ours. 

Q I can understand that, Mr. Plotkins, in the refined 
products because you would have a trade name and the 
goodwill and possibly somebody might assume that the 

product was better because of the little higher price. 
But I do not see that consideration in the case of the 
crude product which is exactly the same and sells by the 
Same name for everything? 

A The reason it would apply to the crude is because I have 
Over a number of years built up a reputation for carrying 


out my contract and playing the game, in other words, 
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and for allowing for circumstances and going half-way, 
so that the producer would help me when I am in distress 
the same as I have helped him when he was in distress. 
If it were not for that there would be probably a cold- 
blocded relationship. But that is not the fact. We 
are both, the producer and the refiner, dependent on the 
market, ovie for his crude and the other for his refined 
products. So that in those circumstances there is more 
than just the straight relationship of price In J PaCty 
in my case if the Imperial choose to put the price down 
and I had a contract calling for what it does now to pay 
fe retation to the refined oil prices, I would continue 
to do so irrespective of the Imperial saying the crude 
is worth 10 ccnts. Why? Because I am faced with the 
necessity of protecting my investment, and knowing that 
if to-day I took advantage of the circumstances to put 
that producer on the spot and break my contract so his 
crude was only worth 10 cents, then what are you going » 

to get when the crisis is over? Then I want to make 

new contracts and if for no other reusons than selfish 

ones I would not get any oil. So through good times and 

bad times I stick with my producer and if a contract is 

made, such as ours is, having in mind the relevant and 
) competitive situations, the price that the Imperial Oil 

posts for erude oil in Turner Valley does not mean anything 

to us. 

Q MR. FRAWUEY: You can buy without having 
regard to the Imperial posted price? 
A According to the contract I have. 
That one contract with the one well? 


A Yes. Although that is now disputed. The producers were 


not experienced and they say they did not understand it 
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that way. But that is the contract. ‘hat I é@ndeavoured 

to do in that contract is what any other refiner with 

experience would endeavour to do under present existing 
j Peuesulonus in inrner Valley, and in this market, dy 
other words, faced with a controlled market both for 
erude and for refined products - and what I mean by 
controlled is that I have no power to effect any change 
in either one or the other. And why? Because I cannot 
gO up to the-Imperial and say "Well, now, here, you must 
consider me and my investment before you change the 
price in Turner Valley, or you must consider my market 
Perore you change the price of refined gasoline in my 
wears wry." I am not in a position to go to them and 
Bay “You do that.” In fact, they can just disregard 
my investment and wipe it out without consulting me. 
With the result that under them conditions I am natura’ly 
driven by necessity to figure out some way that I can 
protect my livelihood and my investment and make it 
possible for me to live and work. So I have devised a 
contract, based on the selling price of the products, 
which naturally will guarantee me an existence. Why? 
Because if I pay so much for crude;in other words, if 
the vrice of gasoline is so much and it costs so much to 
refine and it costs so much to market, and I want a 
reasonable return on my investment, I can then afford a 
certain figure for crude irrespective of what somebody 
else has decided to pay for it. That is the proper 
value or tho proper basis for each refiner to compute 
the value of crude to him. But due to the fact that 
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we must suffer the conseguences of a large international 
concern operating in a wider field and averaging its 
market over the wiéer field, and taking into consideration 
other factors than the ones that govern my operations. 

so that if this large company is able to take airy their 
problems into consideration and so adjust their affairs 
that they can get what they want at their own price, or 

at the price that they want~to pay for it, and I can only 
operate in the market to the extent of what conditions 
they have created for me. Therefore, if they choose to 
put the price on refined products down, like they have 

done the last year or so, and keep the price of crude up, 
it don't take any mathematician to understand that when®, 
the two come closer and closer after a while we are going 
to be squeezed out. That is the position we are in to-day. 
We are squeezed out. But I am not accepting the situation. 
We are doing something about it. 

THE CH.IRMAN: Well, we wi:l consider that 


after lunch. 


(At this stage the Hearing was adjourned until 2:00 P. M.) 
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LEON L. PLOTiINS, having been 


recalled. 
Q THE CHALIUuAN: All right, ture Plotkins. 
A I have during the noon recess read and considered this Act, 


"an act to provide for the regulation of pipe lines for Pet=- 
roleum and Petroleum Products", and here is a paragraph I 
want to draw to the Commissions!’ attention for their consid= 
eration, it is 7. on page 3: 

5 The Board may from time to time by order, declare 
that any company named in such order which owns, 
controls or operates any pipe line, shall be a common 
purchaser of petroleum or gas as the case may be, and 
either by the same order or by a subsequent order aay 
require that such company shall purchase all the pet- 
roleum or gas in the vicinity of or which may be 
reasonably reached by its pipe line or gathering 
branches without discrimination in favour of one produ- 
cer or One cOflpany es against enother, endfor that 
such company shall purchase and transport petroleum or 
gas from each company and producer rateably in propor- 
tion to the average daily production, and/or that such 
company shall not discriminate in price or amount for 
like grades of petroleum or gas or in facilities as 
between producers or companies; and in case the gon- 
pany is also a producer may require that such company 
shall not discriminate in favour of its own production 

or storage, or any production or storage in which it 

may be Di caved direetly or indirectly, in whole or 
in part, and that the production and storage of such 
company shall be treated in the same way as the produec-~ 
tion and storage of any other company." 


Now it is very clear in here that 


the Government has the power under this Section if conservation 
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under the present Act, the Conservation Act, is not carried 
out to the extent of rateably proportioning the production 
to market, in other words this peveene Act can be changed 
so that the Commission itself would not concern itself with 
the question of markets; that position then could be assuned 
by the pipeline; in other words if tomorrow the Government 
saw fit as a result of recommendations of this Commission or 
from any other reasons to say "well we do not believe that it 
is good policy to allow the board to give orders to produce 
the wells in Turner Valley on any relation to the market", 
they could very well do that under the present Act. Now what 
would be the result, I have no doubt that this Clause here 
was intended tc replace the powers that are now conferred or 
at least to replace the functions that are now carried out 
by the present Conservation Board with this provision that 
would permit the pipeline to take and say "Vell our Sines 
line can only carry so much oil and we must purchase rateably", 
the Government, with a very plausible and a very good basis 
could say "Well now we do not wish to have the small producers 
swamped, we want to see the o9il carried into the market bo- 
Cause that is the basic idea behind these things, therefore 
we are going to ordez the pipeline to purchase prorata from 
all wells in Turner Valley". (/ell now the fundamental idea 
behind it is a plausible, sound one but the result inevitably 
in the oil business, it seems reasonable, that the big com- 
panies, having the power and the money and the market, could 
discriminate and purchase only their own oil and let the 
Smaller producers go without a market, so that on that pre- 
mise which on the face of it sounds reasonable but in its 
implication does not work out that way, it is easy to con- 


Vince any upright man in the position of a Governnent official 
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or a ziinister of the Crown, with the desirability of plac- 
ing the siall producer on this basis to share rateably in 

the market but as a iiatter of fact it just does the oppos- 
ite. We have any anount of Legislation in the Province of 
Alberta that was calculated to benefit the small man, to 
prevent undue control of oil and prices; no doubt whatever 
that was the intention and we have a large number of acts 

to try bo bring that about but the result has been the op- 
posite; now 1 have in mind when ur., the present Prine 
Linister of the Province, :ir. Aberhart, soon after he was 
made Premier, got up in talgary and said "Well we intend to 
protect the small man, we intend to do this and do that", and 
as a result of some newspaper article where it was shown that, 
due to some law, the independent could not erect service 
stations, wr. aberhart got on the platform and said that he 
would do everything in his power to see that the small man 
was not discriminated against, and he said that he could not 
see why that couldn't be brought about by the Act at that 

time that was in existence and still is in existenes; well 
what was really the result of that Legislation, that Legisla~ 
tion was calculated to protect the public's interests, to 

give a chance to the small man and the small company to play 
its role, so as not to bring about undue control but due to 
reasons beyoné the control of Premier Aberhart or the average 
Governnent iuinister, the actual workings out of the act re- 
sulted in our company having a piece of property on 4th street 
West, having purchased it two years before that for the express 
purpose of putting up a service station, we were denioGé for two 
and a half yeors a license to erect a service station on that 
site, notwithstanding the assurance of i:r. Aberhart. Now this 
is only an illustration, so thet unless the persons that are 


celled upon and whose duty it is to hear and draft these acts 
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are familiar, thoroughly familiar, with the workings of the 
oil business as it is played on an international basis, 

they are misled to the extent that they draft legislation 
calculated and with the intention of doing one thing and it 
results in another. Wow this will, this Clause if applied 
and 1 have no reason to doubt that it will be applied if the 
necessity arises, of course otherwise it would not be in the 
Act, it will mean that it will perpetuate the present con- 
dition in Turner Valley or any other oil field, if as a re~ 
sult of any action of this Board or for any other reason the 
present Conservation sact is changed so as to discontinue the 
present policy of proportioning the production to markets. 
Now in that connection I would like to file with the Board a 
transcript of the findings, conclusions and order of the Con- 
servation Board of siontana. That Board was called upon in 
1927 to go into the sane problem that this Board is faced 
with and they made a thorough study, they called witnesses, 
very protracted,and as a result they made known their findings 
to the Governnent of the State of Montana and in these find- 
ings they deal with the facts, they give them their conclu- 
Sions and I think it will be of great help to the Board to 
have it. 


Re FRAWLAY: This is a mimeographed copy, 


acre Chairman, of what purports to be the findings, conclusions 


amiorder of the oil Conservation Board of the State of montana 
dated the 14th of February, 1968. It is a mimeographed copy. 
at Seem to recall having seen it at somo time. 

THE CHAIRMAN: vhere did you get it? 

I was handed this copy at noon by ir. Fisher; I have a copy 

of it at my own office ana it just saved me from getting thai. 


THE CHALRLAN: Any objections? 
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MWR. FRAWLEY: lio, I have no objection. 
wikke NOLAL : I have no objection. 
WITNESS: | ; It would take a long time to 


read it and go into it. 
(DOCUMENT PRODUCED HEHE MAKKED 
AS EXHIBIT) "276". 
MR. NOLAN: May I ask, sir, is that an 
unanimous opinion of the Board? 
£4 I cannot say, I suppose it will show. 
MRe FISH: No, wre Webb dissented, and I 
will get you the dissenting judgments. I was represented 


down there. 


Mike NOLAN: After all this is the majority 
judgment . 
| MR. FISHER: Yes, that is the majority juag- 


ment. There was one dissenting judgment, tir. ‘Jebb; I have it 
but I couldn't put my hands on it. ‘Je used that at Edmonton 
in the Conservation Board Hearing before the House. 
WITNESS: I would like to have it if [ 
Can, I want to make some remarks about it. I think it will 
be of great help and value to read it and analyse it. 
SHE CHAIRMAN: It is made an Exhibit, iir. 
Plotkins, and the rest follows. 
4 You do not think it necessary to go into it. 

q You do not need to read it to us, we will read it? 

4 No. 

@ If there is anything you want to say about it we will be glad 
to hear you? 

A I have not had an opportunity of preparing anything in connect- 
ion with anything. 


8 You can assume that anything which is put in as an Exhibit will 
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6 
be read? 
A Will be read? 
Q Yes? 
ry Thank you. Another thing I want to draw the Board's atten= 


tion to iS & paragraph in a publication called "The Oil 
Weekly" under date of ijay lst, 1939, on page 35, and I will 


read three paragraphs. 


‘4 THE CHAIHual: What date? 
4 Way lat, 1939, page 35. 
Q Yes? 


A This, well I think it will speak for itself: 
" Alleged monopoly in the oil industry last week 
came under the scrutiny of a House Interstate and 
Foreign Gommerce subcommittee at hearings on the 
Connally bill to make the "hot" oil act permanent 
legislation. 
Fortified by the unqualified support of Secretary 
of the Interior Harold L. Ickes, proponents of the 
bill began their testimony before the subcommittee 
April 26, only to be faced almost immediately by 
strong opposition based on allegations that the leg- 
islation aims to stabilize »rices and strengthen the 
hola of the integrated companies". 
| This is enough to read and the paragrephs I am about to read 
is only to show that in the United States the major companies, 
tho integrated companies have successfully succeeded in get- 
ting all the Governments,from Federal down to State, to in- 
Beparably join the question of price with conservation and 
While the problem there may give some merit to that stand or 
that practice, the problem here is not the same because we 


are not overproducing oil and we certainly still have a big 
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market that we can supply. 

" ‘without control, Texas would have drowned itself 
in oil, the senator dédlared and at the sane time 
would have drowned the oil industry in every state 
in the Union. after the orgy of two-bit oil was 
over, he continued, it would have been found that 
the industry was in the hands of a few financially 
strong interests and the consumer would have higher 
prices than ever. 

Senator Connally denied emphatically that the 
legislation had any purpose other than the further- 
ance of conservation, and insisted its effect on 
prices to the public was negligible, in the face of 

repeated assertions by Representative wolverton that 
any limitation on production of &@ commodity inveit- 
ably tended to firm the price." 
Then there is another paragraph here: 
" Representative Coffee advocated repeal of the excise 
taxes on imported oil and a flat embargo on exports. 
I see no reason why oil should be singled out for 
special and selective treatment while the people of 
the country are at the mercy of the greatest monopoly 
in the world, he asserted. There is no competition 
in the industry, he declared; the Standard Oil groups 
control from 82 to 84 percent of the oil produced in 
the United States, and prices are made on the seventh 
floor of the Standard Oil building in San Francisco." 
Now that has a bearing because if it is true that 84% of the 
total produetion in the United States is under the control 
Or owned by the Standard Oil group, it goes without saying 


that there is absolutely no question of their power to make 
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prices. 

THE CHA Tiiib Ws lir. Plotkins, I thought you 
had been telling us right along that there is a difference 
between the United States, that there is real competition 
there? 

Wo, there is real competition in some places but on the 

whole I have tried to tell the Commission that because the 
Standard Oil not only controls the condition or the conditions 
in the United States that they control then throughout the 
world, that they are able in the main to dictate the world 
prices; it is true, without any qualifications, that in a 
good many cases in the United States the Standard Oil group 
finds themselves faced with real competitinn and as a result 
have to submit to the laws of competition but in the main to 
maintain their world position they are successfully maintain- 
ing prices to suit thenselves; in other words we will take, in 
certain sections of the United States where conditions are 
against them, temporarily or permanently, they are not in a 
position to effectively control the prices of products but 

in the main they are; in other words while the exception may 
be so, the rule is that they do maintain the price and thore 
is no effective competition as between the different Standard 
Oil Companies. 

I thought you were suggesting to us that the Tulsa price be 
accepted as the basis, that you pointed out that there was 
free competition there? 

Yes, up to a point. 

That the Standard Gil was not fixing the price, I think if 
you read your own record you will find that you have said 
that? 


Yes I have. 
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That must be qualified to this extent that the Standard Oil 
group is faced with the necessity of protecting their ins 
vestments and their prices all over the world, have put 
themselves in a position where there is a world market in 
Tulsa but because of their control, as it is said here, of 

84% in the United States and no doubt a big control over 

other fields, they are able even at Tulsa to stabilize the 
price, the world price, just the same as the wheat pool was 
able for some years to stabilize the world price by with- 
holding offerings cr making offerings, so that while there 

is a world price at Tulsa, it does no follow that that price 
is not controlled to some extent; it ic true that the dominant 
factors play, in other wordsitis not the real independents that 
influence Tulsa prices, it is world conditions, but juss the 
same the world conditionrn are brought under control as much as 
possible from time to time by the Standard Oil group, either 
alone or in compination with other large groups so that, while 
we must take the basis some place and the Tulsa market is the 
logical place to take it, it doesn't follow that it is absol~ 
utely uninfluenced by the Standard Oil position; in other 
words that is where the competitive factors have their biggest 
place. 

Then Il - €ee': there in the article which you have just read 
that there would appear to have been a suggested policy of 
those who wanted to get monopolistic control, to force down 
the price of crude to 25 cent crude, lL understood you to ae, 
that the idea is to force it up? 


Yes it is. 


According to the companies that desire control 
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Yes; you probably have not got my thought in this; it 
mentions here that the price of erude would come down, not 
as the result of regulation; one set of senators in the 
United States Congress are in favour of stabilized prices 
and that set wants to bring about that condition and have 
brought about that condition by State Conservation which 
regulates supply to market; then the sasie group, after hav- 
ing succeeded in getting, in mont States, oil producing | 
States, conservation measures that attained a measure of 
control of production, are now endeavouring to get the Federal 
Governient to tie in by laws, the efforts of all the States 
into a Federal compact, so as to eliminate the play of one 
State against another, limit, limit the effect of prices in 
one state against another, so that tho crude users as a baais 


and as a premise make the statement that if they do not do 


that oil will go down to 25 cents at least and the big companies 


Will gobble up everything. 

Yes, that is the point I am making, that it would appear from 
that article tmt it is suggested that if oil goes down to 20 
cents the big companies will gobble everything up? 

That is the suggestion. 

And I gathered from you that the big companies in this Valley 
are keeping the price high enough, if they can get the price 
high enough, they can succeed in their gobbling up? 

Yes. 

The two statements seem to be diametrically opposed and IL 
wanted to know what you had to say about this? 

They seem to be, because of the conditions which exist in the 
United States and in this Valley. In the Valley we have a 
Closed market. ie have a situation wherein the output of 


Turner Valley must necessarily find its market through the 
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Imperial and British American at least, and therefore no 
one is able to seriously threaten the prices that the In- 
perial imposes as the fieha price in Turner Valley so 
therefore ueuneine most money can be made by maintaining 
prices and attaining the very end, which is usually attained 
by some other method; instead of forcing the price of crude 
down and causing those properties to go back on the market, 
they have to find some other method of getting those proper- 
ties and they have devised suitable methods to do s0; now 
those suitable methods I have tried tc point them out from 
time to time and they probably will bear repetition or some- 
thing; in the States in the average oii field, because of the 
interplay of companies and because of the existence of large 
integrated independents, it covers a bigger market; in other 
words here we are confined to a limited market, western Canada 
and the volume is comparatively small. In the United States 
the competition that the bigger companies have to face is 
companies that are as big as the Imperial and yet are not with- 
in the dominated standard group; now those companies operate 
over a much wider territory, they are avle to sparry, that is the 
word probably, the thrust of the Standard Oil group because 
the weighted average did not work in the United States with 
the companies that have market outlets and marketing facil- 
ities over a big area because they are able to guard against 
that by operat ing under the same conditions, so that the 
Rethods which apply in the United States do not naceaeente | 
apply here so that different conditions, different sets, 
different methods, are taken to obtain the same end. 

Now the other side of the pic- 
ture and it probably can be proven and substantiated is this, 


that as the results of conservation to markets, at least pro~ 
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duction related to market through the medium of conser+ 
vation in the United States, the United States oil com 
panies have been ablo to impose a higher world price 

than would ordinarily obtain if there were no conservation 
measures under Government control in the Unived States and 
that statement is substantiated by the fact that the man 
that is charged with the duty of co-ordinating at the 
present time, by voluntary agreement amongst the States, 
instead of by Federal Legislation, as is now contemplated 
the man that is charged with the duty of co-ordinating the 
efforts of all the States to stabilize and maintain prices 
by the method of relating producticn to market has come out 
flatly to the industry, and I have said that before, and it 


is a proper time to say it again. 


(Go to number 7787 } 
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and showed thet the result of controlling production 
and prices the American oil industry has suffered in 
the world markets to the extent that they are now 
dropping, their exports are being redueed from yeer to 
year and other oil producing countries are capturing the 
market. It is the seme thing that happened with the 
"heat Pool, exactly the same thing. The commodity was 
different but the principles wers the same. It is the 
sane that happened with the British Government when they 
attempted to do the same thing with rubber and with 
Tine Lh other wores, when the big companies in the United 
States successfully developed legislation to control ' 
orices through this method or that method other producing. 
countries that were not compelled to ¢o the same developed 
their production, threv it on the merket and of course 
captured a portion of the American market. So that now 
we find the American oil industry, which is after all as 
I will show, the Standard Oil group in the main, with 
the necessity of facing a reduction in world price if 
they ere not to allow development in other countries 
not under their control that will tend to not only 
depress world prices but vill tend to depress United 
States' prices. Now that is illustreted by carge 
Shipments, what makes the export price in the United 
Stetes is world demand. That this demané is supplied 
through the medium of cargo shipments. There is a price 
thet perteins to cargo shipments. It is aifferent again 
to the tank ear market. That price the importer in 
France or the importer in Germeny, faced vith the necessity 
of purchasing gasoline, looks up the trade magazines and 


informs himself through the different agencies aveilable 
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as to the prices in the different parts of the world 

that are in a position to supzly the gasoline. Now 

at this stage I vant to say the United States is not the 
only place. that gasoline can be secured at, although 
other countries thet do bear their weight on the world 
prices are in the main controlled by the Standard Oil 
eroup, either directly or in’ conjunction with British 

or other groups; so as to do the same as is done in this 
Velley, to stabilize prices. Nov the importer in France 
wants gasoline and the quotstion being 4 or 44 or 4-1/8 
or whatever it is at the Gulf, he translates that price 
as to vhet it meens to him f.o.b. the port in Frence 
that he has the facilities for importing, end he compares 
that laid down cost with other axporting centres such 
as South America or the Hast Indies or Persia or Roumania 
or Russia. Wov if the United States has a compa ct which 
is actually in existence todey, it is called an oil 
compact and successfully can caintcin priee high enough 
in the United States on the domestic me neon whieh in 
turn naturally dictates the export price, ana if that 
price is not competitive then they are not going to get 
the business. Wow what actually happens when the price 
is not competitive is this. If the American exporters 

as a group, and by the way I want to say that they have 
organized an export association for the further purposes. 
of protecting their prices, and the export business in 
the main is mace through the one associgtion in Mew York. 
This associstion submits all business offerings to its 
officers, snd they in turn apportion the m@rket among st 
the verious meepers of that association. So that it 


naturg lly results in no competition insofar as that group 
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is concerned except to the extent of making an offer or 
making the export business the most profitesble by routihg 
it from the refinery or point that the cost is Lowest, so 
as to increase profits. That is the American position. 
Now still taking this French importer. He finds in 
Roumania he can get gasoline for a certain oes and 

that that »rice will lay down in Cherbourg or any other 
Freneh port for less than the American laic down cost, 

he naturally will start to do business with the Roumanian. 
“hat happens when he does that? If the business is 
negligible and the consequences of thet business will 

not meen anything in the future, in other words if it is 
not going to be a wedge that might open up more business, 
the Standard Oil group or export association will do 
nothing about it, and that particular importer might 
benefit temporarily. But if it means a threat to their 
business on a vorlda basis, they will proceed to do what they 
have done anywhere else, go into Xoumanie and buy up 
whatever facilities and whatever production is necessary 
to control conditions there and immediately protect their 
export prices in New York. Of course the situetion is 
‘not as simple as that. They cannot keep on buying up 
everything in sight. “ht happens is they buy it up and 
for a short time or possibby a long time, varying with 
Conditions, that price is stabilized and no one threatens 
it. But somsbody gets wise in Roumania or some other place 
@nd he finds that that particular world price and with 
certain given conditions in Roumenia, he ean Grill wells 
and put up a refinery and he can go ahead and export and 
Make a good profit at a less price. “hat does he dor 


He just does that. So that the Standerd Oil group is 
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faced continually with the necessity of buying up or 
creating conditions that will maintain their position. 

In other words, ih the last 60 years the Stand-rd Oil 
group have bought out thousands of companies and keep 

on buying them. ‘hyt Because it is eae simple matter of 
arithmetic. If I am able to threaten their profits in 
this Provinee to the extent of 00,000.00 this year 

and I am able to develop ang threaten them moré as the 
time goes on, the Standard Oil group in their offices in 
New York will figure the capital value of my efforts. 

In other words, they will sit down and say "Here, we 

are better off to pay him 200,000.00 or »2,000,000.00 
Tor, that matter, depending on the size of the operation, 
and capitalize the losses over 5 years thatwe are going 
to sustain, and in that wanner we will buy him out. We 
will impose conditions that prevent him from carrying 

On or we will take him into our employ.” ‘hat is the 
result of thet situation? The result is they have chosen 
the lesser of two evils. They let me exist, or if they 
could not interfere and it means in this Province I have 
withdrawn $500,000.00 of profit over a given peridd in 

5 years that amounts to “2,500,000.00, and they are better 
off to give me %1,000,000.00 and keep that ,2,500,000.00 
hecause not only they will get that , but if I am allowed 
to carry on I may branch out and ina few years may 

Cause them losses of millions of dollars per year or 
more. Now that is the situation in the oil industry. 

& number of individuals have in the last 50 or 60 years 
Started up in the refining and merketing business solely 
On the nuisance value basis. In other words, @ few 


individuels have found that whether their operations were 
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profitable or not, and in most cases they were not 
profitable because of the conditions, they found that 
they could build a refinery and go out and establish 
some markets and make it worth while for the Imperial 
Oil or any other Standard Oil Company to buy them out 
for their nuisance value. Now that is the basis for 
buying up a lot of these refineries. Otherwise they. 
would not sell out, and these marketing companies and 
refining companies are being closed up or continued tempor- 
anily. Well-you will. say “hy didn't you sebl out?" 

For this reason, I have studied the possibilities and 

I find on a legitimate basis we are able to make more 
profits over a long period of years than the Imperial 
could afford to pay us to buy us out. In other 

words, if they offered us - well in out case »100,000.00 
@nd we were making 50,000.00 @ yoar or even 425,000.00 
a year, it would be foolish on my basis at least for me 
to sell out. For this rezson, as long as I continue in 
business I hope and feel I. csn successfully maintein my- 
self and make a profit and I am assuring myself of a 
livelihood for myself and my family, for my boys and 
girls. ow having in mind the last 25 years where 
individual -business has been bought up and replaced 

by corporetions, and having witnessed all these men and 
women that have been successfully thrown out on the street 
without any jobs, a good many of them, and they have 
developed a policy previous to selling out of earning a 
living and standing on their ovn feet, but suddenly 

due to the depression or some other reason they found 
themselves out of a job. They are thrown on the Govern- 


meéht and they are on relief. ‘ell now, I have had that 
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experience of sellihg out once. f find that this 

oil business can be run legitimstely with a very small 
profit and made very profitable. So that as a result 

of that I do not feel thet there is enough inducement, 
in fact I do not conceive of sny inducement that the 
Imperial Cil or any other company could make to us to 
sell out. 4nd for this additional reeson, I am only a 
young man, and if I gota lot of money, and I had it 
before from the same source and thsy took it away from 
me in less than eight months, ana I was back where I 
Started, so I have }earned it don't pay to sell out, 

or it is better to stick and figure out the problems 

and overcome them and stzy in business end make an 
independent living rsther than act as an employee for 
Some other company. So taking that into considerstion 
the world conditions do s affect our situation here because 
it cannot be disassociated, and the tactics that the 
Standard Oil group feel themselves compelled to adopt to 
Maintsin their position and protect their income is 

Such thet they do and must finda ways and eae of 
controlling the situation. I know I am not in a position 
to just aN offhand say "This is whet we should do and 
that is the wey to do it end change it." But I know by 
experience that nothing is solid unless it is done 
Slowly and gradually and with forethought, and the only 
way I can suggest is for people that are interested in 
this Province in the oil business to epply their minds 
and their efforts and their hearts to the problem of 
figuring out ways and means and devising a method that 
will gradually release us from that monopoly. It may 


Sound like a political speech, but I feel it, and that is 
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why I express ite Now coming back to Mr. Nolan's offer 

in the name of the Imperial Oil to sell crude oil to 
anyone after their requirements were met, at the posted 
fislid price. what do we find? ‘i.e find that at the present 
time Mr. .ayland end mr. Becker, two owners of refineries 
ay Turner: Valley, cannot just do that. Why? Very simple. 
& device is interjected and the device is calculated to 
make a spreed between the cost of obtaining the raw 
product laid down in the refinery and the sale price of 
the refined products to the independent refiner on the 
market that. he is forced by circumstances to sell at, 

has narrowed down to the most possible. In other words, 
erude is loaded up with other charges. Now in the case 

of Mr. Mayland and Mr. Becker, the Imperial or the Royalite 
says "Yes, we are preparsd to sell you crude at the posted 
field price, but you must pay us 6 or 6% cents - I am 

not sure whet the figure is, but either 6 or 6% cents 
handling charge or pumping charge. Naturally the two 
refineries being very close to the well say “shy the 
necessity of a handling or a pumping charge? te will 

lay our own line snd it will cost us probably 1/10 of 

@ cent a barrel." ".ell, yes, but ve won't allow you to 
buy that. ie won't sell you unless - in fact we won't 
sell you at all unless you aceept delivery through our 
Royalite pipe line system, and we lay a line to your 
refinery and charge you 6 or 6% cents per barrel." 

well now, that is the first disability at the present 
time. Now doubt as time goes on they vill invent new 
Ones. But the fact remains that there is the position 
that no doubt Mr. Nolan did not have in mind when he 


Made that statement.for the Imperial, because I do not 
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doubt he was in very good feith. But there is the result 
Sr the actual carrying out of a position enunciated by 
the Imperial Oil, that for all practical purposes 
appeared to solve the situation. And what do we find? 
THe CHAIR: That is all right. Two 
refineries who did not bother to eome before this Commis- 
Sion to stats their special position were not embraced 
in the offer given. Phat is all that amounts to. Had 
they teken the trouble to attend before the body that is 
concerned with them as well as with everybody else, and 
stated their special position, perhaps lire Nolan would 
have made a special statement with regard to the special 
circumstances. It is now open to them to by privete 
treaty, conclude their differences or file an appeal to 
the Board of Public Utility Comuissioners. 

bh es, you-are quite right, Sir. They should have come here. 


It hes not a great bearing on our present question. But 


Q> 


for those, like yourself, who were concerned with buying 
crude, I would say the position wes different. You 
were very much here and were heard anc your position 
deelt with? 
4 Now to some back to theses prices of refined products in 
relation to the price of crude. This morning we touched 
on it, and I want to amplify that. 
PoercOM TSSTOMSR LIPSsttT: Before you pass on to that 


2> 


refined product, having regard to Wr. Volan's statement 

to you or to the Commission, which includes you, is 

there any practical difficulty at the present time if 
you had some storage tanks of you getting a little extra 
oil each day so as to build up a reasonable reseive; 


under present conservation and having regard to Mr. Nodgn's 
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statement? 

A There is not any, tr.Commissioner, in the summer time. 

Q But I sem talking about in the winter time or any time 
when it is necessary for you to lay up a little reserve 
to meet emergencies? 

A Iwill explain the practical difficulty in the wihter 
time. In the summer time when the crude is mo ing 
and our storege if full will not amount to move than 
30 or 40 days, so our losses in case of a drop in 
price or a change in conditions, we can take care of 
that. But in the vinter time here is the position. 

Ve go ahead and we nominate enough to build up a surplus. 

if it was our own crude we were getting from the Valley, 

in other words if it wes erude we produced, the effect 

ef a reduction in the price would not mean anything. 

"Ss would neither gain nor lose, because the cost of 

putting it into those tanks would still be the Bost of 

Procuction plus the cost of delivery. ©oO that if the 

price went up or if the price went down ve would have no 
' 

Moss. except a book loss. But if we buy -* Impertal 

oil or somebody else's oil and store it ond accumulate 

it, gradually through the winter and put 2% in our tenks 

andwe have paid the posted field price for it, and for 

some valid reeson or for other re sons the price changes 

down, we actually sustein a monetary loss, and we are 

then weekened to the extent of competing in the price. 

4 good illustration of that wos this Spring. If I had 

been unfortunate enough to have accumulated a lot of crude 

this winter to take ecsare of our normal recuirements, end 


purchasing tht crude as I say from the Royalite at ,1.30, 
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I would find myself even though the price has not been 
reduced in Turner Velley, I would find myself loaded up 
with crude that I am compelled to sell in the form of 
refined products at a loss. I would not be the master 
of my ovn destiny. I would be compelled to carry on to 
the extent of the crude I had in storage whereas now I 
c=n limit my operations and play the market the best I 
canand limit my losses. But if I had had wells in Turner 
Valley and it was my own production, and I eould have 
levelled off the velue over a period of years, the 
question of the price being up or the price being down 
would not be so vital. sven the guestion of refined 
products being up or being dovin would not be so vital, 
knowing this, that the Standarce Oil has not yet upset 
the laws of nature. Over a period of years the ups and 
downs will represent the true value that they can receive 
from the market for their product. But that does not 
help me in my position any more than it helps a man 
that has bought stock on margins, end he finds the market 
has been manipulated where he is frozen out. The fect 
it goes up to three times wh=t it was worth when he is 
through with it do=s not help him a bit. I am in the 
same position. If I heve to sustsit1 losses that may 
put me out of business the fect that the averags over 
a per iod of years works out to the economic laws, does 
BOE hein me a bit. I must protect myself from day to 
day, and that is vhere playing the game comes ine-' 

® THs CHAIRMAN: Does it come back to the 
simple thing that you have not control of productions 


Mae. FRA LOY: Yes, that is it. 


4 Have not control of production or have not been able 
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through circumstances to make a deal with the producers 
that would be on thst basis. 

i THS CHAIRMAN: It boils down to that? 

A Tt boils Govn. to that. 

S All right. Now coneretely, what do you suzgest ean be 
Gone about that? These people have got their territory 
by private treaty anc payment of their privets funds. 

“hat do you suggest we should recommend that would 

@veil you or anyone else in the cireu stencesr You have 
thought a great deal about it. WNov we are very interested 
in your views of the worlc situation. It will, perhaps, 
help us to understend locel conditions? 

4 ws. 

g But coneretely you see now in the end, in the last analysis, 

we must cone down to whet is wrong, if anything, and what 

is the suggested remedy, if eny. Now as my associate has 
just brought to your notice, and you have just discussed 
1G, 1% comes back to that control of production. «¢ 

have been told in evidence they got that by legitimate 

contracts within the law. You have not got it because 

you have not got it,for whatever reason? 

Yes sir. 

You sey in effect this is having an evil result in throttling 

competition, which is the life of the trade? 

4 Yes. 

. ‘ell what do you suggest has been vrong about the aomisition 

of it? “hat do you suggest if it be wrong, the present 
Condition, is the remedy to be applied or recommended to 
be applied? After all we have got to be concrete. ‘6 
cannot write a thesis on the oil industry in the world 


beeszuse it would not be given much attention to, aspecially 
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written by two gentlemen whe have nots great knowledge 
of the oil industry in the world, even after your very 
able discussion on it. But we will have to come down to 
conerete things, and we invite you to. «e think you have 
given it thought and we are inviting you to give us the 


benefit of those thoughts? 


4 peee 1 realize that, ,Sir. 


Q In the meantime we are going to adjourn for five minutes 


So that we may better understand you for the rest of the 


day. 
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Mr.Chairman, the practical difficulty of just giving 
you concrete suggestions atwthis Vimewis thes wi lidhad 
intendéd after the Commission had been acquainted with 
all the aspects of the oil industry, in the producing 
and manufacturing and transportation and marketing, and 
had been acquainted with the conditions under which it 
operates, then I had hoped to point out that under those 
certain conditions we could obtain a comparatively free 
market, so that if I start to elaborate at this time I 
believe that it would be pretty hard for the Commission 
to understand and give weight or effect to it because 
Some of the phases have not yet come in front of 
the Gdommission, but I will point out some of them at 
this time and probably give an approach to it; first, 
of course, I have the proposal or the suggestion to 
abrogate the marketing quota basis of producing crude 
Oil in the Valley or anywhere else. 

Q THE CHAIRMAN: Have you any thought to 
advance as to, assuming that is being done now, as to 
what should be substituted, having in mind that you 
subscribe to the idea of conservation, of course? 

A Substitute a reasonable engineering method, that is, 

a reasonable method of bringing about the production, 
efficient production, of crude in Turner Valley or 
elsewhere with the least amount of waste amd not 
supported by any theory that might be the basis of coming 
back to the same thing, market quota basis, because, you 
see, experts, engineers, can search a certain thing 
and can devise ways and means of obtaining that end, 


but the end is a question of policy and not for the 
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engineers to decide, but for the people who want to attain 
that end, so all the engineers, if they were given the 
task of saying, of bringing about conditions in Turner 
Valley that would prevent waste and not have at) etn en 
of production to market, they would bring to play the 
factors. necessary to bring that situation about; it 

can be argued, of course, that that may inequitably bring 
about production but it also can be argued that we are 
all created free and equal but we are not equal because | 
of the varying capacities of each individual; well, now, 
it is the same thing in the Valley, one person may have 

a good piece of jand, may be entitled to share in tre 
production, but if for any other reasgol., for any reason 
that seems good to him he wishes to leave that land 
unproductive for the future, is there any sound reason 
why his neighbour should be penalized because he is 
anxious and must make a living and wants to develop his 
now, and goes out and provides himself with the means 

and the facilities for going out and finding a merket 

for what he has, is it not sound to give that man the 
risht as long as he is not causing physical waste and 

not damaging his particular area, to go out and do the 
best he can? Why should he be said to "Well, now, the 
Imperial or some other company has no use for this oil, 
this other acreage, for the next five years, we want it 
to wait for five cas or ten years to develop, but 
because you are here and you want to make a living now 
and you want to explcit your end now, well you cannot 
share, you must not do anything that may jeopardize the 


interests of this other individual or company because for 
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five years or ten years he wants to take his oil out, 
Q MR. FRAWLEY: That is the common reservoir 
theory? 
Yes. 
First, last, and all the time? 


Yes. 


= + fo 


Elaborate on that? 


= 


I am even assuming that there is a common reservoir and 
even on that, A eee the strictly practical 
physical basis, why? Because the company wishes to hold 
up reserves or to create for themselves reserves and not 
exploit or develop any particular part of the field, 
that some Board should come along and say "Well, now, 
here we are going to preserve that for him or for them 
and you must, therefore, run your well in Such a way 
that in theory} - because after all we have only 
theoretical bases,-we want to safeguard the other man's 
interests," now, where else in life is that done? 

Q MAJOR LIPSETT: Mr. Plotkins, just to follow 
that up, does that mean that anybody can drill as much 
as they like? 

A On 40 acres. The engineers tell us thet the economical 
unit in Turner Valley, and that is also a matter of 
judgment but that judgment has been confirmed by, I mean 
has been acquiesced in by the average operator, and he 
feels it is reasonable, so there is no doubt about that---- 
That is one well for about every 40 acres? 

| A Yes. 


Q@ Now, just carry that on, you tell us the Royalite have 


’ 


cheaper means of production? 
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Yes. 

More economical devices and all that sort of thing? 
Yes. - | 
supposing they turn around and drill their dete Up to< 
next to the limit of their resources? 

What will they do with it? 

Supposing they store it in the Valley, what chances then 
under those circumstances do you think there is for the 
holder of the rest of the acreage in the Valley, he has 

no market for his oil when it is produced, and if they 
like to put the price of crude low enough there is no 
chance of getting back his capital? 

But Mr. Coit Barone you are assuming in the first place 
they ware going to drill a lot’ of wells, wells ~petore 

they can drill a lot of wells they have to have a visible 
market, so in that position they are no better off than 
anybody else. 

Couldn't they have the market because they may be putting 
ten years or twenty years of oil in the ground, or keeping 
it there? | 

Yes, but they are not going to drill to prove them, when 
they know they are there, I cannot conceive of a situation 
in Turner Valley where the Imperial Oil is going to keep 
On punching a lot of holes just to determine how much they 
can produce, if they have no market for it, because it will 
increase the cost of producing what oil they have a market 
ror, 

Now, even putting it on that ground, Supposing that they 
are willing with their resources to drill it out, to meet 


their possible market requirements and that they do that, 
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then what chance on a wice-open scheme like this, would 
any other property holder have? 

Well, in the first place they cannot get all the mrket, 
forees come thee, PLby when anyone, whether it is a large 
cOmpany or a Small company, begins to want to supply 
everything or to dominate 100%; in the first place it 
is even against the best interests of Standard Oil itself 
te do that, for this reason, that experience teaches us 
that it is the little fellow driven by necessity that ig 
constantly devising ways and means of reducing the cost 
of production, refining and distribution, and in their 
best interests they allow a certain play of competition; 
of course, they want to control it within certain limits, 
but the fact remains that it would be a oractical 
impossibility for Standard Oil cr anyone else to say 

"We are going to drill enough wells and we are going to 
put the oil down so cheap in Yestern Canada that no one 
can exist", because if they put it down so cheap they 
are forgetting about the future. 

I was just trying to think it out in my own mind, or 
think out loud, the suggestion of yours that the quota 
basis be elimina ted? 

Yes. 

The quo ta basis which gives each well in existence its 
portion of the Sas auaiien? 

Yos.. 4 


If you eliminate that then and assuming the power that 


you give to the Royalite and its associated companies, 


would they not be able to run their wells to capacity 


and drill enough and keep the price at such a point that 


ary 


es 

‘ 
yer = 
= fe 

Be 
z ~~ 
Ses C 

% 


1 
—— 
PLE 


he 
gin Sage 
ors 
4 
—— 
a 
= 
Fe 
Aue 
eo% 7 
es é 
+ 
Sat: eta 
ew 


af 


mG, Plotkins. =7804 4 


practically no other well could drill or exist? 

A Keep what price? 

Q Pye price of crude, crude, I am talking about only? 

A Vell, now, what difference does it make what price or 
what label they put on that crude if the independent 
units are able to erect refineries and marketing outlets, 
and the Imperial then, no matter what price they label 
the crude with , will not make any difference unless they 
are willing also to put the price of refined products 
down to the point where no one clse can exist, and if they 
do that they are going to do it at tremendous cost. 

Q I see that angle of it, but I am trying to test out your 
own statement here about eliminating the quota for crude, 
which is the start of the operation? 

A Yes. 

Q and I was just wondering whether you have thought out what 
it would lead to? 

A Yes, I have, but I have also taken into consideration 
the other factors involved and for the same reason that 
you cannot disassociate the marketing from the price of 
crude, you ere into consideration the marketing 
factors of refined products. 

Q But is not the only thing that the owner of land down 
there in Turner Valley, who either owns the land or who is © 
going to promote a company to drill land that he has leased, 
now, he is solely a producer? 

= For the present time. 

Q Yes, he is not connected with the refining or anything else, 
what chance is there for him to develop or drill wells or 


get the money to drill wells if the Royalite Oil Company 
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or its associated comp-nies are able to drill enough to 
limit the quota,that he can get no market for his erude 
oil and put the price down to such a point, would mt 
you stop development in the Valley, outside of the 
Royalite? 

A No, Sir, you said the Imperial or the Royalite by drilling 
a lot of wells would eliminate the quota, well, it is true 
that they would discontinue to buy crude from the wells 
that are now privately owned in part or in whole. 

Yes? 

A Poa as a result of that temporarily that onl would mve no 
market, but the avera«e man does not sit there and do 
nothing about it, so what will happen, what always happens, 
is that these people owning these wells will use, will 
go out and find ways and means of creating a market for 
themselves, and if they cannot do it singly thoy may 
unite and create a market the same as has been done in 
the Cutbank and Kevin fields, so that it is just the 
same as anyone who is faced with standing on their own 
feet, if you want to start a business in competition with 
the rest of business, whether it is cil or groceries, 
you must be prepared to go out and take your chance, work 
whatever time is necessary at your own risk and build up 
to the point where you can make a profit; in other words, 
you are investing your time, your efforts, your money, 
with the hope of building up a business that will 
Successfully compete; well, now, the producer of oil, 
just because the business has developed in a way where 
there is a division of production, refining and mrketing, 


and that division has come about through taxation laws 
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more than anything else, that does not mean that that 

is the logical way for the producer of crude to stay 

there; in other words, that does not mean that that is 

a sound way of going into the oil business, just drill 

a well and say "Come along and get my crude, pay me what 
ee want to, or here is the price I want", it means then 
for the first time maybe in Turner Valley, the average 
producer who will have lost his market, will be faced with 
the necessity of completing the operation, to produce not 
only the oil but either align himself with someone else 
Wao can refine it and market it or go into it himself 
because in other words he will have to put himself ina 
position to get the market value for his erude, and the 
Only way that he can get the market value for his crude 

is to refine it and saéll1 it in the form of marketable 
products. 

Well, do you not feel that that man is safer under certain 
sehemes under which he is assured of his proportion of 

the market by an order of the Board’? 

Instead of having to go out and fight for the whole market, 
the whole of his production? 

Yes? 

Well, any time that anyone is dependent it always leads 

to slavery; it is in the very nature of things that anyone 
that is going to drill a hole and wait for somebody 

to come along and buy the oil, it goes without saying 

that in time he will not own the oil well, for this reason, 
that the situation is such that we find as a matter of 
fact, who makes the money out of the oil business, the 


man on the street, they have put their money, their savings, 
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into Turner Valiey and most of them have mortgaged their 
homes in the doom, what have they got? Nothing. The 
oi] is still being produced, the gas is still being 
produced, but who is setting the benefit? I have some 
figures here to Show, if I remember right, that 17 millions 
or dollars were put in by the oublic and 2 millions were 
taken out in the north end of the field, in the gas-cap; 
well, now, the records show that considerably more than 

17 million dollars have been taken out of that srea by 

the bigger companies; now, why, because they have so 

placed themselves in the position where the other man is 

eb Gieir mercy, Sooner or later. It may be that for a 

period that one man can make money, but the average is 

bound sooner or:-later to lose his property, because it 

is natural that if they are dependent upon somebody else, 
they are going to have to take what they can get, no 

mtter how many laws are made, no matter what conditions 

the Government brings about, that will be the result, so 

I do not see why, in fact Canada, the whole country is in 

the same position, it is gradually trying to manufacture 

the products instead of selling them raw, because they 

are, take the case of wheat, they have to take the world 
price, but if they manufacture it and sell it as manufactured 
products they can name their own price, because ingenuity, 
design, taste, goes into the value of the finished product, 
where the raw products only can comaznd the world price, 

and that world price in the case of oil is absolutely 
dominated; now, we will take gasoline, I have shown that 

in spite of the low price that the Imperial is selling 


3rd structure gasoline and other products at, that we could 
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get more money, why, because somcone has become used to 
doing business with us over a period ae ey, they 

have learned that the products are all right, we have 
treated them all right, they like to do business with us, 
and they probably have heard of the Imoerial or someone 
else's goods being cheaper, but they do not know whether 
they are as good, they like, they are used to doing 
business with us, it becomes a habit, and as a result 
they are willing to pay more money. Now, for crude, I 

am not willing to pay more money for crude because I like 
aman, [ am going to put his crude on the same basis as 
any other crude, on the basis of specifications but when 
it comes to the finished product it is not on that basis, 
that is the ordinary trading for markets is not on a 
basis of specifications because the average man is not 
conversant with specifications and all he knows is a 
trade-mark or habit; in other words, he has formed 
associations with this firm or that firm and he has learned 
to do business with them, rely on them and be satisfied 
with them, so that the question of allowing or at least 
of the position of the individual producer in Turner 
Valley to be benefitted because he shares in a market 
that somebody else dictates, both as to price and quantity 
and the very fact that the conditions that exist do not 
enable him to participate in the penefits of that price, 
means that sooner or later his property passes. 

And you think it would not pass so quickly if he was 
subjected to unrestricted competition, that he might get 
no market at all for the well he brought in, for the 


products of the well he brought in? 
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Unrestricted competition is not the word, no matter what 
we do about it here, there will be restricted competition 
through the fact that we have an International border, 
and that the conditions that pertain in this Yestern 
country are governed by that tariff, are governed by 
distance, and, therefore, a market will be created 
Sirus OWN, \and iit is. true that in case,of. a, fight 

the little feliow mast likely, will go under, but it 

is also true that them conditions are necessary in order 
for a percentage of these individual independents to 
emerge as being able to take care of themselves and 
bring about progress through new methods, less cost of 
producing, better methods of distribution, and that 

is going on in the world constantly and any time we 

try to get security, well, we just stand still and the 
big fellow cannot help but direct us and take us 


over, the whole works. 


(Page 7810 follows. ) 
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Security is not in the nation and any time someone wants 
to come along ana make him some money and put him in a 
nice position and Girect him, well he nay direct hin tem- 
porarily but it is certainly not in the scheme of things | 
for the other fellow to continue to do so. 

Now the next one, the next 
suggestion 1 have to offer is to abrogate the present leg-= 
islation covering certain features of the present fuel oil 
Tax Act, that part of the Act that is known as the oil code, 
I think it is entitled "Business Practices". 

Q lute PRAWLEY: You are not talking about the 
Tax Act, you are talking about the Licensing Act? 

A Well the Licensing Act, [ am not very familiar with it. 

Q TH: CHA THiWAN: | Nhat you are referring to, is 
that one (handed to witness)? 

A Yes, without going into details or mentioning them. 

Q You paeie as bits a derogation: . of part of the regulations, 
is it? | 

r) A derogation of part of those regulations, yes. 

Q And what is the name of that act? 

A Regulations under the Fuel Oil Licensing ict. 

Q Yes. 

r ind provisions of the Fuel O11 Licensing act. 

a) You are referring to what section” 

A And on page 8 we find Section 5 “Business Practices". 

Q wk. FRAWLEY: PaUe Oyy tu" tee 


A Of purt 5, this, what we know as the code, the oil code, that 
is in the trade, we refer to it as the oil code, is framed with 


a view to preventing the big companies from dominating the 


little companies, the same intent 4s permeates all these Acts 


and it again has the opposite effect, what do we find, that it 
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puts the small company under the oblig tion of complying 
with a multitude of conditions before he can go into bus- 
incss and after he is in business and we tind thet 
Governnent officials not at all conversant with the prob- 
lems of the marketing industry or the oil industry, attempt- 
ing to dictate every move of marketing by interpreting or 
arbitrarily interpreting some one section; now that has 
caused the average independents to slow down his operations, 
it has made it difficult to go out and establish outlets and 
of course when I say the intent of this particular Act and 
this particular provision was to benefit the independent, 
the small man and company, as against this intent we have the 
larger aspects of government legislation and it is this, the 
Alberta Governtient has in the past eight or ten years found it- 
self in the position where & larger and larger revenue has accrued 
to the Province as a result of taxation of the oil industry, 
either through taxes, road taxes or automobile licenses or 
production taxes and one hundred and other taxes and in their 
experience it has been developed over the last ten to thirteen 
years since they started to regulate for the purposes of tax- 
ation, they have come to the conclusion that only a very suall 
part of the revenue cones from the small independent companies 
and that that group of independent companies cause them more 
trouble and more griof tor the volume of money hich they pay 
into the treasury, than the sia jor compenies and it gives, there 
is no doubt that there is something in that viewpoint, why, 
because the officials had to develop, had to bring into being 
departments to deal with the practical difficulties of con- 
trolling the business sufficiently to guarantee themselves 
the payment of those taxes and at the start it grew without 


any very much thought, one man or a dozen men were put in 


Cherge and were told""iJell now here is the problen, we must 
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get so uch taxes, we must assure ourselves methods of col- 
lection and we must see to it that returns are made so that 
we know ve are getting all that is coming to us under the 
law". Now to de that they immediately procceded to create 

a system of returns and reports and inspection and so forth 
and .I remember in 1931, eight years ago, sire Dean that we 
referred to this morning and a gentleman from Saskatchewan 
representing the same Saskatchewan department, made a survey 
of what it was all about and casie to see me and at tet time 
I submitted a brief to him as to my views in connection with 


the administration of the collection of taxes. 


(Go to number 7813 ) 
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and at that time suggested certain considerations for 

the problem and the functions of the departments That 
was all new to these different officers. They had tn 
feel their way. The big companies were able to send 

them a big cheque with a report and everything just the 
way they wanted it. But the multitude of small individuals 
that were at the time included were not in as nice a 
position to have it as nicely laid out and give them an 
Bocurate pieture of what they should do. ‘ith the 

result that ue find that the department had to institute, 
inspectors came around and checked the books of this- 
company and that company and grédually theses inspectors 
found difficulty, because there had been no method for 
years, there was no method, no uniform method for oil 
companies, for the small companies, because the bigger 
companies they just took their wrd for it on the average, 
but for the small companies there was no uniform system 
of accounting devised at that time, with the result that 
these inspectors and the departments themselves, and 2 
hay say it in all justice, even they were up against a 

lot of trouble, nat only in finding out what was coming 
to them but in collecting their money. So that we found 
gredually a spirit developing in the department charged 
With the enforcement of this Act and in other departments 
related to the same problem where they would rather see 

No small independent, and collecting any taxes or making 
any reports to them. 

Well now, oe logically follow out that conelusion of 
their experience they attempted to anc are still atéempting 
through various ways of confining the business into the 


hands of the larger companies, for the purpose of facilitating 
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the control and collection of taxes and the control of 
the business. Wow thet is properly reflected ia the: 
attitude of even deputy ministers. Probably it was the 
considered opinion, because they were faced with a situation 
where they had no machinery, they hed to devise it, these 
officials were at the time not given very meny facilities 
and no, well there was no organigation developed to take 
care of the practical working out of the system of collection 
of taxes and the edministration of the businessSe So 
that altogether the officials have looked on with favour 
any concentration of the business in the hands of the 


larger companies. 


2) 


MR. FRA‘ LSY: well now, Mr. Plotkins, you 


are making a statement that perhaps..... 


4 I am expressing my views. 
% You are not offering any specific proof of that statement? 
4 Yes, I will be able to substantiate it as we go elong, 


because it is important for the Commission to know that 
aspect, and to see if there is any merit to it. Bega use 
it may be necessary because of what is happening today, 

ft may at least be purtly necessary - ond I am saying that 
for the purpose of analyzing these business practices. 
“hile on the one hand the Government is paying lip service 
to the ides of helping the littlefellow anda helping the 
independent and creating a native industry, we find the 
Civil Service, not as each man or this man or that man, 
bat in spirit, op facilitate the working out of their own 
Work, that each favours, in the practical application 

of the laws of the country, a concentration of the marketing 
into the hands of the big companies. Now it is not a 


vice, and I em not imputing dishonest motives. Iam just 
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stating the facts as I see them. That that is the logical 
result, not only eae oil business but in every business 
of corporation business. In othex words, the same 
attitude, the same result occurs in the Dominion Govern- 
ment. “hy? For the same reason. They are oalled upon 

to administer the affeirs of a large country, far flung. 
The majority of the business, I am not ina position to 

say what percentage, but gradually more and mor e of the 
business is done by corporate entities, and the Government 
is able to impose on these corporations methods of reparting 
and methods of collection and methods that facilitate and 
reduce the cost of the Government concerned in the collection 
of taxes and the administration of the laws. So that 

each department, whether it is this department or any 

other department, in its relations to the public, 
especially with the view that they now have for a number 

of years had the power to license, which power did not 
before apply - it is in a position to give practical 

effect to the viewpoint thut possibly it would be better 
for everybody concerned, at least for their own interests, 
to tend to concentrate business into the hands of the 
people that can give them service and taxes and reports 
With the Least amount of difficulty. Now it is to be 
conceived that the Government is constantly under the 
pressing need of more money and even today they are making 
Plans with a viev to finding means of increasing taxation, 
and naturally the only way they heave of finding the means 
is to explore ths possibiiity of additional revenues, 

and they do that on the basis of statistics and information 


that they can obtain from the industries concerned. Now 
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Mawvnuescase, ofthe oil industry it is very difficult 

for any of the departments to get out of the average 
small firm the information they need in a way they. 

ean understand it, backed by no substantiation on records. 
Why? Resuaokthe average small “irm - I think I said 
that this morning - the cost of prcviding the Government 
with this information end these returns is so heavy end 
in most casas they have not got the ‘nfaras tion ieuen an 
going to considerable expense, that they are unable to 
supply that ihformation. So that we find antagonism 
builds up gradually between the officials and the smell 
individuals or companies. And that antagonism is heppening 
not only in my ease. It is not now. I think I have 
Successfully overcome it. But it is a fact that in 

the case of the individuals that start up. And we must 
remember that we have boys and girls coming on and 

each wanting to go into business and create a place 

for themselves, and they are up ageinst that very 
problem, they have to get a licence to start anything 

and to get established in any business. It is their 
right, but they find practical difficulties so that 

only one out of a thousand has the courage and the 
Stemine to stand up to ite So that it has a social 
consequence. ‘We find more and more that they have to 
look for a job. Now that relates tack to these business 
practices. Before we can do business we have to get a 
licence. It is in the discretion of the officials 
Whether ue get a licence or not. In other woras, it is 
hot mandatory. It is not a question of whether we 

must make a living or not. It is a question of wh ther 


in their opinion they think that it is necessary. Vell 
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that is a false premis. to start with. But it means 
this that they can give practical effect to eny personal 
views that they may hold, either personally or as a 


group, and that influences their decisions as to whether 


‘they will grant @ licence or whether they will not. 


fee PRA LY: You might describe how it 
was before it was changed, itr. Plotkins. 

Changed? I beg pardon. 

when the Utilities Board had it. 

That is still the position today. Today it is not the 
Utilities Board but it is some other board and it is 
Still the same thing. 

You had better read the &ct then? 

Iam of course degling only ina general way because 

it would take too long to go into detail. Now another 


thing they have complicated the requirements that would 


even permit the granting of a licence. ‘.e must now 


go in front of a Gity Council or a Village Council or 


a Town Council end subject ar desire to build a 
station to the individual interests of that Council. 
And then after we have obtained their permission we 
must of course comply with the ordinary laws of the 
town or village or city. But before the department will 
grant a licence to anyone to go into the oil business, 
even in a very small say, even vith one pump, or to 

S0 and sell gascline, tney must obtain the permission 
@fetee Council of the villase or town or city and then 
if they are outside of the limits of a town or village 
Or city they must go in front of the Town Planning 
Commission and thers obtein permission to go ahead 


and erect a station, and of course they cen say the 
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laws that apply to that particular body apply, and they 
grant it or ao not grant it as they see fit: Thd re is a 
discretionary powers So that in the last andiyeds the 
Government weer the power to prevent you from going 

int© busindss, going into the oil business. 4fter 

you are in the business your problems are not finished. 
This code describes the method under whieh you will do 
business, in detsil. And the application of this code 
is left in the hands of the Government officials to ~ 
interpret and being that the words are ambiguous there 

is a certain amount of diseretion left with each Government 
official. So that if he does not like the way you are 
doing business, an official or a group of officials, they 
promptly cancel your licence. They interpret these differ- 
ent clauses in the light of their own knowledge, and if 
they feel that you have contravened any of them, if in 
their own opinion they feel you hsve contravened any of 
them, they say "ell you must surrender your licence 

@nd you tiill no Longer have the right to make a living. 
You have to find some other way of doing it." There is 
One important cleuse in here that restricts, that has 


the effect cf restricting competition, that I want to 


draw to the attention of ths Commission. 


TH? CHAIRMAN: “het clause and what number? 
I will have to read Cleuss 37 and 36 in order to make 


Clause 38 intelligible. 


Yes? 


My No licensee shell give to any customer any 
premium, free goods below his regular price in any 


type of combination offer, secret discounts, rebates, 
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"free samples of conmercisl size, free storage, or 
speciel Services of any kind for which the customer 
would be in the or@inary course of business charged 
for by the licensee, hor shall he issue any false 

or inaccurate invoice or quotstion, imperfectly 
recording ar concealing the true fects of any trans- 
action., Provided tht nothing in these Regulations 
Shall prevent a co-operative associstion duly organized 
under the provisions of The Co-Operative Associations 
Sct, being Chapter 160 of the Revised Statutes of 
Alberta, 1922, or "The Co-Operative Marketing Assoe- 
jations Act, being Chapter 5 of the statutes of 
Alberta, 1924, from distributing patronage dividends 


to its members or patronse 


38. (a) No sale of fuel oil shall be made from or at 


@ retail outlet at less than retail prices." 


Now let us see how that works out. It don't say whose 
retail price. It don't say what was the retail price. 


There is no definition. 


#9 


Moe FRALEY: There should be somewhere. 


4 Iam going to correct mycelf. I amgoing to see. I do 


not find anv. 

Up at the a some place. 

Yes. There ise definition. But it is very wide. 
"Retail prices means the prices customarily charged by 
@ licenced retailer to his retail trade without rebate 
or Giscount of any kind.” “ell nov, let us see what 
actually happens. After the passing of this sot when 


an attempt was made to enforce that provision, in our 


case, and it is a typical instance, but it is only one 


as 
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of a number of cases, the officials of the Department 
concerned came around and investigated our method of 
doing business. They found that we had a regular price 
to the transient public; the Imperial O41 selliheg price. 
The y Pound that we had a differsnt prics for commercial 
Gustomérs, a published price. No secret about it or 
anything else. .PFhey found we had a number of prices to 
suit competitive conditions and certain businesses 

and these priass were named not as discounts, because 

we wanted to comply with the law and the spirit of the 
law, but not to the point where it was going to put us 
out of business. So we had posted at all our stations 
Our prices. Now the Department took the stand that we 
could not sell only at the standard price. Nov the 
standard price expressed by the officials was the Imperial 


Qil price, and that we must either sell at that price 


or at the Lowest prices that we wanted to sell at. 


In other words, at some other price if we wanted to sell 
at so that it was construed in other words as price 
cutting and unethical. If we had complied and had raised 
our prices to everyone to the Imperial Oil posted tank 
waggon price, we would have been in a very short time 
out of business. why? Because the Imperial Oil like 
any other major oil company has a posted tank waggon 
price and a posted service station price, but they 

@lso make distinctions between the different grades of 
customers. 

I know you want to be correct in everything you says 
“ere you required to sell at the Imperial Oil Company's 
Service station price? 


No, not directly. 
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No. 

No. Not directly, but I am going to explain that, 
although thet would have solved all our problems if 

we had beén willing to do that. 

You were not required to do that? 

No, we were not required to do it. But in effect wa 

were and I Will go intb that. Kow by the Imperial or the 
British American they have a service station price but 
they also0 have a commercial price. They also have a system 
as Il have described the other day of courtesy cards. They 
alrxo have various different arrangements with their various 
classes of customers. It is true that the service station 
itself has only one price. ‘why? Because by the system 
of agents or the system of leasing their stations they are 
able to maintein one price at the service station and give 
effect to the differences between that price end the 
practical competitive prices through their offices. 

In other words if they have arrenged with a commercial 
concern - and I do not see any crime in that, they are 
forced with the necessity cf doing it - to give gasoline 
ona 30 day account basis and give a price that will 
effectively meet competition, they arranged with that 
service station to accept the tickets, the signed slips 

of the commercial concern buying gasoline at the regular 
price and crediting the operator of that station at the 
regular price, but at the end of the month the Imperial 
Seither makes a deduction from the total value or find 

some other method of giving effect to the competitive 
price. So that they do meet competition. In fact it 

was as a result of their prices and selling system that 


we had to adopt something similar. Now when the Government 
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officials came around and said "Now you must publish your 
commercial price,"which is 1 cent and a half below the 
Peeutar transient price, in our stetions. But if ve do 
that we are inviting the Imperial Oil to reduce the 
posted tank waggon or the posted service station price 

in the city in which we reduce the price. Why? Because 
it goes without saying that the Imperial would be immed- 
iateély faced vith a competitive situation in the open 
where some competitior is posting a lower service station 
price. Therefore, to protect themselves they will have to 
mest that price, and if they meet it that becomes the 
Imperial O11 tank vaggon price, But we are forced by 
necessity, because of the inequality of the value of 

Our service, to keep a difference in price. Now we 

will be compelled just to go and cut another cent and 

a helf, and if the margin, which they have under perfect 
Control through selling us products that go through 

these service stations - is such that we -cannot do that 
without Losing #11 our profit, then the Government through 
an indirect way, and probably unwittingly is putting us 
in the position where we just have to go out of busiress. 
That is only an illustration. They insist on a lot of 
other conditions. Yor instance in this code there is 
nothing in the code about farmers sgents or anything 
else. But they abrogated to themselves, the officials 
that administer this Act. the right to distinguish who 
Shall be an agent and who shall be a dealer, and who 
Shell buy and at what price they shall buy. In other 
words they attempt to regulate the prices that anyone 
Shelt pay for products. ‘ell now, @ mean sitting in an 


office in fdmonton is certeinly not in a position or 
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qualified by experience or by knowledge or by even 

being able to say vhat the competitive conditions that 
we must face gre, to dictate to us who shall be an 

agent because he is not inaa position to weigh the ciroums 
stances that we must weigh and take into eonsideration 
in deciding who we shall appoint as an agent and who we 
shal! not. So vwhst happens? They have made an arbitrary 
ruling that we cannot appoint farmers as distributors. 

“8 cannot appoint certain classes of people and the way 
they have, of course, of preventing us from appointing 
them is to refuse to grant a licence.. So that we are 

not able to appoint who we feel will represent us 
Protitebly. And what is the logical result? :e must 

to compete duplicate the facilities already existing 

in every village and town and hamlet, which are ten 

times more than is absolutely necessary to take care of 
the present business. ‘ve must go in there and duplieate 
them facilities and sell in the same cociplicated way 

in order to satisfy the recuirements of the official 

that is administering this code. “hat does that mean? 

It just means an increased cost of doing business. 

It comes back to the logical result that being we gre 

hot able, because the business is split up, we cannot 
justify an investment of 8000.00 or »10,000.00 in 

every town and hemlet, that we do not go in, if they 
refuse to grant us a licence. 50 that our efforts 

are Gircumscribed and the result is we are unable to 
expand. You say “ell how are you expanding now in 

the face of that?" “ell we are expanding. “e are over- 
coming this through the goodwill of some of these Govern- 


Ment officials. They recognize the practical difficulties 
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and in the case of one, when it was pointed out to him 
that the Imperial was doing what we were going, but 
because of their machinery they were able to hide it, 

and it did not show up, this official said "ell go ahead 
and do the same thing. I sSupposs we will heve to look 
the other way." Moab loam noferring tov is this, dee. to 
changing conditions, roads have been built into various 
districts and the trend of the traffic and the trend of 
purchasing power has shifted from one town to another, 

or from one city to another, and in order not to duplicate 
the facilities that already exist and to cut our cost of 
distribution and make it possible for us to stay in business 
under the conditions that the Imperial Oil has created 
for us, we must find ways and means of distributing our 
products for a cost of less than 1 cent. How do we do 
that? ‘We do that by preventing re-handling and to do 
that we go into the country, into a town or into a 
village or on the farm, and we find somebody that is 
Willing, that has a truck or is willing to buy>one and 
Willing to put up 9 small warehouse after he gets 
established on his home place in the town or on the 

farm, and we say to him ".e are willing to appoint 

you es a dealer or an agent to sell our gas direct 

from the refinery to the consumer." He does not 

recuire any tenks. He does not require any means of 
distribution. He handles it in drums. -e have eliminated 
all the re-handling whieh is, of course, costly. Now 

the Imperial has been compelled by changing circumstances 
to do that in a good many cases. But to comply with 
these rezulations in the letter they appoint these 


fellows as sub-agents, and handle them through their 
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regular agents so the t the Government officials that 
administertthe Act do not know of their existence, and 
of course as long as they do not know everything is all 
right. Wel} now, when they first ROanG out we were doing 
that, the first thing they did was they refused to grant 
these people any licences. Then after we resisted and 
showed the position and explained to these officials the 
unfairness, well they finally conceded we would do the 
same thing. ‘e would let our regular agents who were 
licenced, and that were agreeable, and acceptable to the 
Department, let them handle these other people through 
their contract. So that in effect we are doing what the 
Law says we should not do, and with the full knowledge 
of the Department. Now that is only an illustretion. 
That is wheat happens ins gcod many cases under this 
code. 'e are doing onen’ ie fact the Government has 
never seriously attempted to enforce the code. But the 
Code is there as a threat and they can and do every once 
in a while wake up end start to enforce some provisi on. 
Now what is the effect of that? ie are used to it by 
this time. Ve are resisting. But the small man that is 
just starting up, the Mounted Police goes to see hin, 
and scares him stiff. I have a typical example. & man 
in the North, awey up in the woods of North §lberta, 
that could not make a living on the farm, he devised 

the idea of getting some oil contract and making a living 
by selling gasoline along with selling poles out of 

his farm, The Department would not give hima licence, 
and did not figure he was entitled to one. I told him 
to go ahead and sell just the ssame. He needed to make 


@ living. And I said I would go to the Department and 
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present his cases I took it up with he. Frawley and 

at long length he decided that probably there was justice 
in this man's claim ard he should get a lieenos. But in 
the meantime the Mounted Police had been out there and had 
threatened to prosecute him and had gone to his customers 
and threatened to prosecute them because they were buying 
from this man. In other words, they were going to put 
him in a position where he was going to be afraid. He 
happened to be a man that could not talk very good 
English and of course he was easily frightened. That is 
the practical result of this code. 

THE CiAIRMAN: “ell we will proceed with it 


on Mondey morning at 10,30. 


(At this stage the Hearing was adjourned until 10.30 4£.M. 
29th May, 1939). 
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"276"— Requirements es to conditions under whish 
Gasoline, Xerosene, and vistillates may be 
sold by the drum, or other similer sontain- 
ers, or in which drums or other containers 
are filled, issued by the Depertment of 
Provincial Secretary, Office of the Fire 
Commissioner, Government of the Province 
of Alberta, filed by the witness Robert 
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Ming FRAJLEY: iif. Plotkins tola me that 
he would be glad to allow his own evidonce to be inter- 
rupted so that iir- Nolan could gét on with iir. tieGrath 
and take iir. ticGrath's evidence, but Lir. Plotkins said 
that he had a witness he wanted to put on for ten minutes 
in connection with one of the matters that he, iir. Plot- 
Kins, was touching on the other day, that is the fire and 
fire regulations in connection with the storage of crude 
oil, one of the things he was dealing with, really one of 
the marketing practices that he was relating back to the 
price of crude. Now he told me he would have him here to 
go on for ten minutes and on that account Mr. Nolan has 
Left Mr. KMeGrath at the hotel to come up on a few minutes! 
notice, but sire Plotkinsa is not here yet. 

THE CHA TitiwAl: He may have had difficulty 
in getting his witness but you can let us Know when he is 
ready. 

iiR. FRAWLEY: Very well tiy Lord. 


(An adjournment of five minutes was here taken). 


IMrie NOLAN: iire Chairman, before lir. 
Gilbert begins, as I understand it, ir. Plotkins has not 
yet finished his statement in chief and he will of course 
return to the stand so that he may be cross-examined. 

THE CHa litiual: | Of course. 

uRe NOLAN: And he understands that he 
is to return to be cross-exailined- 

liRe FRALEY: Oh yese 

ik. NOLAN: He might go away or be absent 
from the City for a few days. 


WR. FRAWLEY: So much so, that it was at 
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my requesY that «s.r. Plotkins allowed his evidence to be 
interrupted. we will see how soon, do you expect to be 

in the City right along now all of this week say? 

wiht. PLOTIINS: Yes. , 

MR e NOLAN: | Because we are not content 
to allow these highly derogatory statenents of Mr. Plot- 
kins to remain unchallenged and I want an opportunity to 
cross-examine him. 

Mik « FRAWLEY: lire Plotkins, you have asked 
me to call iire Gilbert on some points and you can examine 


him now. 


ROBLRT Ge GILBERT, having been 


duly sworn, examined by ir. Plotkins, said: 


Q Mire Gilbert, what is your position in the Lion 01158 Company? 
4 Salesman. 


Q And you were called upon some time early this summer to deal 


with the question of new fire regulations? 


A Yes. 


q And you conducted the correspondence and had interviews with 


the various Government officials? 


4 Yes, I handled all the correspondence under your direction 
on that. 
Q I show you here the first two pages, purporting to be a 


copy of the proposed or at least the present fire regulations 
governing the handling of gasoline in what is Known as 


Combination bulk tanks? 


A Yes. 


Q How did you get those? 


4 “@ll a copy of the regulations were not sent to us at all 


but we were advised by wr. Jones of the Gas and Oil that he 


had a copy and I secured those from him; afterwards, some 
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time after we wrote for it and they gave us the regulations 
but they didn't send them to us at first. 
Q Bo that you now have in your possession an official copy of 


the regulations? 


A Yes. 
Q and is this----- 
A This was stated to be temporary regulations at the start but 


apparently that is pretty well what they followed, we hae 


no chance to discuss it with then. 


wie PLOTIINS: Now might I file these regula- 
tions? 
MRe FRAWLEY: Yes, you might just let me see 
them. 

Q Mi. FRA‘/LBY: You received these, Mr. Gilbert, 


from Mr. Jones as a copy or did you make this copy yourself? 
A We made the copy in our own office from the regulations which 

were sent to him from the Department, he loaned them to us so 

we could make a copy. 

MR. FRAWLEY: If I had had any idea that they 

would have been produced, I could have got something that un- 

questionably were the regulations. 

THE CHAIRMAN: If you find there is anything 

wrong with them, you can put in something from the Department 

that is more authoritative. 


MRe FRAWLEY: Yes, ire Chairman. 


(COPY OF KEGULATIONS PRODUCLD 
HERE wAKKED AS EXHIBIT "276"). 


@ MR. PLOTKINS: what took place after you re- 


ceived these regulations? 


4 I wrote and protested and, protested the fact that we had not 


heen consulted and had no chance to protect our own interests 
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and we had not an original copy and pointed out that there 
were @ number of clauses that were directly against our 
interests and any other independent interests. 

Q And is this the first letter that you wrote to the Depart- 
ment in connection with these regulations? 

A Yes. 

@ Will you 2e good enough to read it? 

A It is under date of January 25th, 1939, addressed to the 
Department of Trade and Industry, Government of the Province 
of Alberta, Hdmonton, Alberta, addressed to the attention of 
Mr. W. He MacBwen and it reads--~- 

MR. FRAWLEY: ee I thought you were talking 
about the Fire Departuent, let us be clear now? 

A Wir. MacKwen, after I roceived these regulations, ir. Maciwen , 
I believe ae is the regulation here. 

Q MR. FRAWLEY: The Commission doea not know 
anything about Mr. MacEwen or i:r. Moore, they are all well- 
known to you of course, what you filed, Exhibit "276" are 
some, are called "Requirements as to conditions under which 
gasoline, kerosene and distillates may be sold by the drum 
or other similar containers, or in which drums or other con- 
tainers are filled", and it purports to come from the office 
of the fire commissioner in the Department of the Provincial 
Secretary, now that is Exhibit "276"? 


4 Yes. 


Q Now proceed to what you wish to say but whem you speak about 
departments, be good enough to tell the Commission who they 
are? 

Q MR. PLOTEKINS: “ho ig ire MacKwen, Mr. Gilbert? 

hire MacEwen is the fuel oil licensing officer. 


Q MR.e FRAWLEY; In the Department of? 
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Trade and Industry. 

MRe PLOTKINS: Explain to the Commission 
why you went to ir. isacHwen instead of to the fire com- 
missioner? 

We have a letter here I think from iir. wackKwen advising us 
of these fire regulations and one time I was talking to 
him on the license question and he advised us of the new 
fire regulations which had been drawn up and he was there 
when the regulations were discussed so he apparently was 
very familiar with it, and that is why I took it up with 
him, knowing him personally. 


Can you read us now the letter that you addressed to hin: 
"We are in receipt of your letter dated January 
weLeth, with regard to proposed regulations 
"under the Department of the Provincial Fire Com- 
"mission. We were not supplied with the new ten- 
"porary requirements, but were able to secure 
"“Bame. If there are to be any new requirements 
"set up, we would most certainly ask that we be 
“allowed to make certain representations with re- 
“eard to same and be consulted in the matter. ie 
"protest many of these suggested conditions as 
"follows: Paragraph (1) To follow out this requize- 
Bee would mean purchasing additionl property at 
"ell of our present locations which is not possible 
"or feasible. It would also mean that a new outlet 
"would Ive to be at least 125 feet by 125 feet, 
"meaning more taxes and higher cost of products ce- 


“livered to the customer. Furtnermore such additions 


“is not required. 
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"Paragraph (2) All of our outlets have been installed 
"to conform with the regulations of the Town Planning 
"Act and. conform to all fire regulations. The new 
"suggested requirements change these regulations and 
“endanger our present investment." 
whe FRAWLEY: hire Gilbert, you see, iir. 
Plotkins, we are getting, if I may say so, exactly no whore 
because these documents, these regulations or requirements, 
as they are called, have been filed as Exhibit "276", they 
have not been read and now ijr. Gilbert is beginning to com- 
ment on them and the Commission does not know anything 
about these requirements. I wonder if it would, would it 
suffice if iir. Gilbert made a statement now just as to what 
these conditions were rather than to go into it regulation 
by regulation. If ho cannot do that, all right. 
pute PLOTKINS: No, LI do mov tnink, iG ips 
necessary to go all through this correspcndence except I am 
leading up or I an attempting tc lead up to the circumstances 
that brought about these regulations becaune they are typical 
of practically all the Legislation that has taken place in 
the Province of Alberta, so probably for our purposes I might 
get lire Gilbert to tell us as to what lead up to these 
regulations. 
iR. FRAWLEY: iixe Plotkins, you intend to 
discuss this very matter yourself when you resurie the atand, 
as I understood you t)is morning? 
Mike PLOTKINS: Not necessarily, at this stage, 
Or not necessarily at all. 
WR. FRAWLEY: If that was so, you could 
simply file this material and then comment on it when you 


give your evidence. 
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MR. PLOTKINS: No, I have no comment. 
This is only to subdstantiate the comment which I nade 
when I was on the stand to the effect that regulations 
tend to eliminate competition and that is all. 

Q MRe PLOTAINS; Wow iir. Gilbert, possibly 
you can give us the result of rour interviews, various 
interviews with the different departaents in ecnnection 
with these regulations, and come to the point as to acquaint= 
ing the Commission with what your infomation was or the in- 
formation that was given to you by Mr. hiacEwen as to how 
these rogulations came about? 

F Well the first we heard of these regulations, I was @iscus- 
ping other matters, that would be wholesale schedules or 
something like that, with hire MacHwen and he asked what I 
thought of the new fire regulations and I said I had not 
even heard of them and he informed me that there had been 
numerous conferences and a new set of fire regulations had 
been drawn up and he said "I think it is going to put you 
in a tough spot" and he also made the statement that he 
didn't see how they were gcing to work out but however they 
had been drawn up umiire Burke of the British American Oil 

Gompany, was present in idmonton and according to ir. ilackwen 
they had had numerous conferences in iir. W. D. King's office 
and my remembrance is there was iirs Burke, iir. riackwen, lir. 
iuanning and Mr. King in those conferences. 

Q And the fire commissioner? 

A And the fire commissioner, iir» sioore, I believe it was and 


also that they had conducted a large number of those con- 
ferences at the MacDonald Hotel and between the two offices 


they nea arrived at these conclusions and asked me what I 
thought of them, just ina conversational way and nothing 


more was heard about it until ir. Jones advised us that he 
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had @ copy of the original regulations and we immediately 
protested because there are a number of thinga here that 

we Cannot possibly live up to and did not seem to aake 
sense. For instance in this letter when I protested 
Paragraph 1, the regulations said there shall be no arun 
Sales from an outlet which is less than 50 feet from any 
property line, which would naturally put any wholesale out- 
let that we have in the Province out of business and I be-+ 
live most of the others, that is why we protested that and 

it moans more taxes, higher cost of the product delivered to 
the Gustomers; the second thing we immediately took up was 
where the new regulations were to be retroactive and further 
correspondence passed, and it is hard to tell from their 
statements whether it is or not, in one letter they say they 
do not think so and in the next they say that they do not 
know; then the next time I was in Edmonton, they advised us 
that the account we had in Stoney Plain was Glosed up and or- 
dered to do no further delivery business, that was an account 
that had been running for four years and the man who runs it 
was on the fire committe in the town and was complying with 
all their regulations; I inquired to find out how it came 
about and we found that the protest came from his opposition 
in the town; naturally he was getting some business and the 
other fellows didn't like it and then they sent an inspector 
out to recommend that the place should be closed; there are 

a number of thing we protested, they first started with the 
idea of 6,000 gallons storage, well that is r diogulous, be- 
cause with probably the products handled in the Province a 
day, 6,000 gallons would not begin to cover it. That has 


Bince been raised as I understand. 
Then they put in one rule, I 
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do not know why the put it in, that an enpty drum if 
stored must have the bung tightened with a wrench. \e 
found that some chap at Spruco Grove took the bung off 
the drum and lit a match and blew his head off and they | 
were using that to justify that regulation. 

, - Now what is the result of 
following out that regulation in regard to fire, I think 
it would be the quickest way to blow the place up. Our 
experience is exactly opposite in what we do. A tightly 
closed gasoline container is the most dangerous one that 
I think could be stored anywhere, so if we complied with 
the regulations, instead of lessening the fire and explos- 
lon hazard, we would increase it, you can look it up, that 
that is the fact. 

Would that be the effect of tightening down the tungs, would 
it have the result of increasing the explosion and fire 
hazard? 

Absolutely, just using a wrench night cause a spark. 
Why Wpuia it cause to increase the hazard? 

Building up pressure in the drum when it is closed. 

It builds up pressure? 

Yes. 

The gasc& cannot escape? 

Yes. | 

jod as a result when the drum is opened, if a spark is 
orcatead by a wrench or any other means? 

Zt means an explosion. 


So thet the practice in our stations at least 1s just to do 


the opposite? 
Yes, if we have a drum around, the bungs are left off dlways. 


80 as to remove that danger? 


° 
$ 
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Q 


Yes. 

Now to come back to these different interviews that Mr. 
MiachLwen advised you of in the ijacDonalad Hotel and in the 
various Government offices, the result of those inter- 
views were the drafting of these regulations? 

Drafting of the reguls tions that we had no chance to even 
be consulted about. 

And those regulations are now law? 

Now law, yes. 

THE CHAIRLIAN: ond you say the only rep- 
resentatives of the oil companies present were the rep- 
resentatives of British American? 

That I know of whose name was sientioned at that time. 
MR. PLOTIINS: So that we are now in the 
position or at least we are in the position, in the pos- 


ition, where we have to comply with those regulations? 


well if we had to comply with those regulations we would 
have to close every bulk station we have in the Province 
Outside of the City. 

Was there any other remarks that lir. iiaciwen made to you in 
regard to the other companies, the ma jor oil companies’ 
plants conforming to the new regulations? 

The last time I was up there was when the Stoney Plain case 
Game up and I was talking to ir. MacEwen and he said that he 
doubted if there was a location in the Province of Alberta 
that conformed to the new Provincial regulation. 

Now the matter of retroactive, I mean these regulations, as 
far as you know, are now being made retroactive? 

Yes, I have a letter hew dated February 10th, signed by iir. 


Ralph R. Moore, Deputy Fire Commissioner in which he states: 


sie 


~ 
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"Tre regulations to which you refer are intended 

"to cover combination retail and bulk stations or 
"warehouses and have been drafted as a temporary 
"Measure pending further regulation covering the 

“whole question of transportation, handling and 
"Storage, at a later date.- They were prepared in 
"eollaboration with the Insurance Underwriters and 

"are practically identical with regulations in force 
“in Mianitoba and Saskatchoawan. 

"  f&nswering each paragraph of your letter, we would 
“advise: 

" (1) Unless there is a cloar space of 50' an {norease 
in insurance rate is charged all adjacent pro-; , 
y perty due to fire hazard, while objection is 

4 taken in very many cases to pemitting bulk dis- 
¥ tribution except in special areas. 

" (2) If present sites have been approved by the 


4 Fire Commissioner as to location, it is not 


e likely any change will be required now, while 
Mh remedies in construction will likely be 
# negligible." 


I wrote back an asked him what they meant by the word 


"Negligible". T wanted him to explain that further because 


he was very vague and he writes again: 
"The main Gifficulty with any present site would be 
"in respect to location. If this is approved, only 
" other remedy necessary would likely be in respect 
"to storage of drums above grounc, insufficicacy of 
" fire fighting appliances and precaution, construct- 
" ion of building upon the site, etc. as per regulation". 


Well again it is very vague, he doesn't say “old regulations" 
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Q 


or "new regulations", or whether the site was approved 
before these regulations or apreiwenae and before we had 

@ chance to do anything nore about it, they jumped in on 
one of our cases and said they must not sell any more 
gasoline in drusis. 

Now what is the situation in Drumheller, in regard to lire 
Chittick's buskness? 

Drumheller being a city, the fire regulations were not 
enforceable; he was operating under the Drumheller City 
Fire Khegulations and they came at it from a different angle, 
they made representations to the City Council that he be 
asked to nove out of Town and they acted upon this advice 
and notified him to move immediately. Oh, he secured per- 
mission to remain inside the City limits for six months 

and as I understand it there was no such thing as conéemnn- 
ing his property or paying him or anything else, he was just 
told to get out and it would practically kill his business. 
Is not the fact of him moving out of town, practically ex- 
propriating him without any compensation? 

Absolutely. 

Would that be the Department of Trace and Industry? 

Well, according to iur- Chittick's statement, the Department 
of Trade and Industry and the Department of the Fire Gonm- 
missioner were working very close together, ana if some- 
thing, if ir. Chittick refused to move, they would cancel 
his license. 

They would take away his license?’ 

Yes. 

what would be the result of taking away his license? 


In itr. Chittick's case I think it would put him on relief. 
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Not only that but would it not be that his equipment, 
hie business, would be taken away from him, at least 
his business would be disorganized and his equipment 
and property rendered useless? | 
Absolutely. 

without any compensation on the part of anyone? 
‘Absolutely. 

So that he would be put out of business without any re- 
gard for his valuation or for his ability to earn a — 
living? . 

Absolutely. 


(Go to number 7840) 
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if Do you recell having correspondence with -r. Meswen 
in regard to the basis for these new regulations, 
I mean what brought them about? 

A I do not renember any correspondence about bringing 
them about. The first [ knew there was any thing in 
that direction he told me of this in his office in 


Edmonton. 


£ 


If you look through your correspondence you will find 
where you have him telling you the necessity for the 

new regulations. He replisd to your letter that the 
basis of the new regulations was the fact that someone 
upi.North hed been killed through an explosion: 

A That was after we had received the temporary rezulations 
énd protested certain things end asked for information 


and he wrote this letter. He said in reply to the second 
last peragraph "''e wou.d advise thst some time during 
etoper of 1928 a youth, one James Victor L'Hirondelle 
of Spruce Grove met instantaneous decth following the 
explosion of a 45 gallon drum. According to a police 
report the lad had epparently removed the plug from the 
drum by hand, struck a match and hela it over the opening 
in the drum, «hich caused an instznt explosion." 

G That as the basis thet ir. tosven goeve you in an official 


letter for the necessity of these nev regulations: 


4 Partly at least. 


» 


Is there any question that no matter What concitions the 
Fire Commissioner pleced on where gasoline is nandled 
that under Like conditions 2n explosion vill téke pléce: 
4 “here somebody puts 3 matche-«e. 

5 I mean that could happen any plece where anyboay would 


6 


use a match the vey that ves usea: 
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william C. Fisher. 


A Yes. Mr. Medwen stetea hinself they had a place at 


Ponoka to teke csre of those kind of chaps. 


THe CRLIREAN: any questions? 
Pre Gaw ¢ No thanks. 
Ree Nish yt I would like to call Mr.Fisher 


who would like to make a brief stetement on the question 


of the price of crude. 


JTULLIN CO. Pisdak, having been 
duly sworn, examined by Mr.Frawlev, testified as follows:- 
6 ‘will you tell us tne nemes of the Vompanies you are 
connected with and your connection with them? 


4 Model Oils Limited. 


Q “hat are you in Model Cils Limited? 
& I @m rresident and -anager. 


iS Any other companies? 

4 I am interested in some. But ws are now doing it by 
Syndicates. *“e do not incorporate like .s did. ‘6 
did not incorporate the Model-Spooner-iieward, but I 


am interested in that and the Harris l. 


Q The Model-Spooner-Reward. You are interested in that 
in some vay?’ 

4 Yes, and Mumber 1 and <, I am interested in them. 

Q In what wey? 

4 “ell we drilled it and we have a vercentage interest 
eats 

2 That is Wodel Oils Limited‘ 

A Yes. 

* Has an interest. Wodel Oils Limited is interested: 

A Yes. 
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rom 


Your direct interest all through Turner Vailey is 
through Model Oils Limited, and that company in turn 
is interested in other companies? 

4 Yes, and I have a little interest personally ina few 
of the other ones but not very much. 


You are interested sither through the instrumentality 


xD 


of Model Oils Limited or personally in the production 
of crude oil in Turner Velley? 


4 YeSe 


LD) 


The Commission is engaged upon en analysis of the 
Present posted field price of crude oil, which as’ “ou 
Rnow is »1.50 for 48 grevity and 1.20 for 435 cravity, 
and the others as appear from the schedule of the posted 
prices. You have been asked to come and stete your 
views on the present posted fisld prices of crude oil. 
fevie too High or is it too lov or is it” just wright 
insofar @s you are concerned, and will you give us: your 
views? 
4 I have been in the oil business for about 15 years ané 

in my opinion the price of oil is too low. Now [I 

have been an oil operator both in the Stete of Montana 

and in the Province of Alberta for the last 10 or 

15 years. It costs practically ,1.00 a barrel to 

operate in ‘Montana. In my time I have seen the oil 
go down from 51.35.to 60 cents a barrel cnd then back 
up to $1.10 and down sgzin to 90 cents a barrel. In 
my opinion at $O cents a barrel most of the operators 
are opersting at a loss. althoigh i am not a marke ting 
man I believe that it may be possible to sell oil in 
the Gutbank field at ,1-10 per barrel, since this is a 


new field, but, as the vells get older and production 
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decreas:s per well - together with inereased cost of 
acidization in order to maintain production, the 
operator who sells his oil on e long term basis at 
S100 oer Larrel will not make any money. In jl neete 
Model Oils Limited has drilled three wells, Kumbers 
1, 46 and 5. The first well ves drilled from moneys 
raised from the sale of shares; and the other two 
wells were drilled from noneys eared by Model Number 
l well. These three wells were drilled at a time when 
oil was selling at from 43.60 te 42.35 per barrel. 
The Company als has interests in the lindel-Spooner- 
Reward Number 1 and 2 wells. Wow I will give you 
a statement of the gross earnings in those wells 
enoyl will give it.to»you in round figures.) LIvhayve 
the dollars and cents worked out, but I will give it 
in round figures. Model Number 1 the gross earnings 
WA8 61,000,000.00. That well coSt us ,271,000.0U and 
Came in in iearch 1930. Model Number 2 the gross 
earnings were 88,000.00, anc it cost us 7{146,000.00, 
and the Model Number € well, the gross earnings were 
wL6,000.00 and the cost was ,110,000.00. It came in 
in February 1936. Wodel-Spooner-Revard Number 1 well, 
gross earnings, less royalties, w7s ,L33,000.00, and 
: it cost us 3149,000.00, and the well came in in October 
1937. The lodel-Spooner-Reward Number 2 well, the gross 
earnings less Royalties was y119,000.0U. It cost us 
144,000.00 to drill and the well came in in May 
1938. Now two of those wells, itodel.Wumber 1 and 
Model-Spooner-keward Number 2 are good wells. Model 
Number 2 and Number 3 wells will not pay back the 


Gost of drilling, and it will take a long time for 
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Model-Spocnei-Reward Yumber 1 well to pay back its 
cost. It is near the gas-cap, right on the margin 
between the tvo of them. It came ir as a 1000 
barrel well. 8S you can see it hss paid us back 
~133,000.00 and it cost us ¥149,000.00. But it is 
done now, it is precticelly closed up as 6 gas well. 
So that it will teke a long time. The price of oil 
has dropped from 43.60 per barrel, which was obtained 
from Model Number 1 well in 1930, down to ,1.20 per 
barrel now for 43 gravity oil. So thet giving it to 
you from a revenue standpoint you can see 1 hat you 
can do with it there. 

Our gross revenue in 192i was ,215,000.00, 
and in 1946 it was {159,000-00, and in 1968 it was 
fepy000.00. I am just giving it im round) figures 
to: youre At the present price of oil and the present 
pra-ration aquote cur “odel Numbers 1, ¢@ and 3 wells 
Will produce @ gross revenue of approximately ,4,680.00 
ben ionth, or a total of ,56,000.00 per yeary. You 
Can readily see thatat this price of oil and with 
pro-ration in effect as at present we cannot drill 
further wells from revenue, and we must keep drilling 
to keep up our quot: or go out of business. There 

is no doubt that pro-ration is a g00d thing, provided 
it is applied in a businesslike way. In enforcing 
pro-ration though, we must remember that the frovince 
of Alberte borders on the state of Font: na and there 
is no pro-ration in Mont«na. This ueans that as our 
markst is pro-retec, the surplus oil from .onténa coxes 
into Alberta, Saskatchewan and anitoba. The effect of 


Aah pro-retion end the low field price as st present exists 
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is to prevent each pares from using his own init- 
tative to obtain a market and there can only be one 
Pesuit from’ the above factors anc thet is thatthe 

whole oil business will go into the hands of the fuw. 

we must have a surplus of oil and the field aust be 
operated the year round at a reasonable pro-ration - 
sufficient to allow the accumulation of quite large 
stocks of oil above the ground. Last winter our 
Model-Spooner-eward Number 2 well vas operated at 
approximately 100 barrels a day. At this rate it 

will only pay expenses. Now Spring is here anc we have 
no surplus oil sce that we can go out and find a market. 
This curtails the market. Wow I vas speaking about the 
regulations, @s that gentlemen ves speaking about, about 
the insurance, it comes under the same, the weges. You 
have to run ea full crev eight hours a day with a further 
man to spell the others off, and when you pro-rate a 
well down to 100 barrels a day you cannot run a full 
Orev. You can run one day and fire the orev the’ next. 
So I quite agree our regulations are very arastic and 

it is making it cost us too much money to produce a 
barrel of oil the vay it is run. The result of this 
Povucy fteithat if the price of ‘crude 1s cut, each 
individual operstor, if he will keep in business, 
Mistirefine his own*oil @nd look for his profit from 
the sale of the refined products. This also is without 
there being any cut in the price of gasoline, which 
would be disastrous. If you cut the price of gasolins 
that ends it. Theyowsdut the ofl; or even Tr it, is 
left where it is, and I have changed my plens anda formed 


@ refining company, not me but the Model Cils turned around, 
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they might get nothing out of the oil and I would have 
to look for my profits out of the refining business. 
In other words, I have to go into some other kind of 
business. Ido not know whether I have made anyself 
Clear. 

TH CHSIRMA LT: “hat do you say ebout the 
posted field price, having regard to the certain 
gravities you are concerned with’ 

I will tell you, Judge, I think 11.50 a barrel here 

is not too much. Now I am giving you a cese. My 
experience is only with two wells out of five. You 
cannot touch it under {1.50 @ barrel. I doubt if we 
Gould gat through under ,1-.50 a barrel. Now I am not 
getting down to figures on that. Iam not a mathemat- 
ieian. I do not know any way I can bring it to you. 

eS would think that ea price of $1.60 Would..be\ not, too 
much. 

Mr. Mayland was telling us the other day that the 
producer of oil should be content to take 1.00, 

for what gravity was that? 

Pia olan ye For 43 gravity. 

I have operated at around 41.00 in Monténa and we 
never made a dime. I have operated at these prices 
here and we cennot possibly make it. Mr. sayland is 

in the refining business and he is looking at it from 
a different stendpoint. I want to stay in the wholesale 
oil business. But if I go into the refining business 
and I eut it down, well you could not do it at that. 


You say certsin savings could be effected which would 


affect your cost per varrel? 


Yes. 
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2) Gertain savings could be effected if different 
regulations were changed and rade to he more practicable 
and from your s‘andpoint more sensible as applied tn 
the industry? 

4 Yes. 

G C@én you tell us in what respect the regulations should 
be changed and what reguletions they are; and whet 
Savings they might effect* 

4 “ell I Will give it to you from a business men's stand- 


point this ways You can see right now we du not even 
handle our own oil. It is taken right awey from me, 

ana baye nothing to, sey about. .it. All J do is to drill 
a well and spend the money anc trust in the Lord that I 
RBeue8. 200d oil well. , From then on I am threugh., hy 
initiative hes gone. L. sould sell, tie) oil as. pointed 
out. But you have kontsna alongside you and their surplus 
could come in here, although in the case of hontana they 
are getting in very good shape and there is no surplus 
Oil that can be bought cheap down there right now, that 
is over o time. You could go in and get a load maybe 

but there are a number of refineries being built. They 
have driven the California oil back over the mountains 
and they are selling their own oil and getting in good 
Shape. Wow here is the point. If 1 had no surplus oil 

I cannot go and get a market. I could go to Saskatchewan 
and sell them quite a bit of oil there, every bit that I 


could produce. But the answer of the Gov2rnment is "You 


buy that oil from the pipe line company at »leO0" and 
that would not make us any bus iness....-. 
Vie Fs CE Bh At pre 00 a barrel‘ 


a.) Or at the price whatever it is. You can see why, because 
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I go into Saskatchewan and I go to these refineries 
there in the winter time and they do not buy. You 

sell your oil in January and February for payment on 
the lst of April, and so why should I pay for the 
special storage in Calgary ana if they cut the price 

on me I am going broke and very quickly. :-het is wrong 
with this is that we heve a good Board, but I think 
that the Boazd should have added to it some business 
menand thet your pro-ration should be uniform the 

yeer round. In other vords, I say that when you 

are operating a well at 100 barrels a dey like the 
Number 4, you are creating more waste than the other way. 
Bue want to Tun itieso ‘I: will get awsurpiws ion mop of 
te erourd, so that in the Spring I ¢én go anc sell my 
oil. Otherwise I am not in the oil business at all. 
There is so many regulations nov and so much Government 
interference in our business that we are not running it 
at all. 

het us - try and get at that coneretely if we cen, 
because if your viev is the correct one, it has a very 
strong bearing on what you can afford to produce a 


barrel of oil for? 


Yes sir. 


You sey first of all some new regulations with regerd 


to labour: 

Yes, first on the labour. The labour, you have to have 
three men on eight hour shifts and you have to have a 
swing man to allow each of those men off. You have 

to have three men on each shift, ana three shifts a day 
and then you have to have a swing man to give each of 


those three men a holiday, two deys @ week. 
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q Tau CLAIRMSN: Two Gays a week: 

yi And if you pro-rate a well down to 100 barrels you 
cannot afford to hire 911 those men. ‘hat we are 
trying to do to get around that is I am trying to run 
one well with another @nd have one erev look after 
two or three wells. Ih other words; I am trying to 
put them into a central pofht and work a stetion Like 
thati But you cannot do that if you have a well out 
omy tne Side. Itiis not then on) the books, that) is eli. 
That is all I have to say about that. Now, you know 
when “we were up in ddmonton I pointed out to the 
Premier and to the Minister....e. 

Q “here do we find that regulation you are talking about, 
do you know? 

A PBS S) UN. 3.4 2 ¢ 
Va. PLOTKIVS: The Industrial Standards Act. 

A Yes, Mr. Plotkins will tell you about it. Something 
the Government has put in here about six months ago, 
and they are enforcing it strictly. 


Mes wth LY: I thouzht they went down there 


& 


and tried to put something in and it was rejected ana it 


was dropped? 
4 No. 
Q -@s not something suggested and it vas not satisfactory 
and it vas dropped? 
4 No, not that I know. If you want to supply the workmen 
Ham not kicking. & man should not work only eight hours 
@ day, and be off two days a week. But the only "ey 
we can get away from that, the only way we have of bee ting 
it - and we are trying to beat something all the time and 
it is not good for the oil industry - it is all right fer 


‘J ale ae - et ss 

Ee id Te # Ae 

ey! meat ee ‘ i, a 
‘ 1 i ‘ 


Rh 
cee 


es ei 


r 


p=1 
11 


Williem C. Fisher. 


2) 


9 


=(Go0s 


some bigzer companies where they have ten or fifteen 
wells, and run them to a centrel point, but to the average 
persoh operating in the field it is detrimental. 

THs CHAIRMAN: Now we have heard your criticism. 
“hat do you suggest should be done? After all, if on 
want us to turn our minds to the regulation and see its 
stfect and sey whether or not it is rezesonable, we want 
to hear you as to what you think is reasonable. 

Prelim in a -case like that..... 

This is a pure matter of looking after men's hours and 
So on is it? 

Yes. 

“hat do you suggest is the alternative? You say it is 
Wrong and it costs us too much, and adas to the cost of 
eyoerre! ef o1].. tell, what is right: 

Strike it out and let the men look after themselves. 

“e@ gould hire a man ~ if I have a Well producing 25 

to 30 barrels a cay I could go and hire one man and he 
will run-it, because he can put his house alongside it 
and he only has to touch these valves once or twice a 
day and he could run it. Not to enforce that, where 
we have only one or two wells and they are small wells. 
Tt Should not be enforced at all. I ean give you some 
examples. Teke the Spooner Number 5. There is a well 
that von't make HO or 400 a month. That is one where 
it should not be enforced at all. It should be struck 
out. 

It is your suggestion that there wiil have to be longer 
work hours or what’ 

Yes, it would involve using one or tvo men a day. Take 


up in the North end I have to have four men to run 140 
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barrels a day» I have got to get around to drilling 
enouer oll well Aue getting these men some work | 
otherwise I have got to eut that crew in two. In the 
winter time I have to figure out some way to do it. 
Lith that in force it is a very bad thing. If you were 
selling all your oil and running all your own orude that 
you were producing, it would be all right, but in the 
winter time there would be say 100 barrels, and we are 
going to lose money. .e6 take objection to the whole 
thing, to the question of pro-retion and the vay they 
are handling it right now. Phat is my main objection 
t® pro-ration, is the vay they are running it. 

C Just state that slowly, precisely what your objection is? 

A My objection to pro-ration is that they raise the pro- 
ration tc practically more than the wells will produce 
in the summer time. 

Ponte SLY: The allowable? 

A At a proper gas-oil ratio. They do that right now. 
UGwms up to 25,000 barrels e@ day, which iS more than the 
avere;e well in the field will produce at its best gas- 
oil ratio. In the winter time they cut it so low that 
it upsets the gas-oil ratio again, and it produces too 
little for wnat the well will produce preperly. Thirdly, 
that they do not allow us to produce....-e. 

@ Paes Cah iRMAR: Just e@ Minute. yess 

A Thirdly, they do not allow us to produce sufficient oil 
to meet the competition from other sources. 

C “hen is your greatest comp tition? Does that relate 
to the sessons* 

A Yes. 


Your greatest compe tition? 
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A Yes, it relates to seasons too. It starts in February, 
the greatest competition starts in February and extends 
right through the seasons in which they use iho st gas 
and oil. That is in harch, April and May and then again 
in the Fall when the threshing is on. 


Is not that when they have got their allowables too high‘ 


£) 


4 Peeyr they put it’up toc high.’ Lt should be runvuniform. 


>) 


You sey that throughout the year you should be allowed to 

accumulate? 

A To accumulate. If I could accumulate oil, then instead of 
Sitting around trying to figure out how you are going to 
Pinence an oil well, I would be going out and getting a 
market for my oil. I Would be trying to meet the 
Montena eccmpetition and the Illinois compe tition, and 
extend the market. Hither the Government has got to go 
intc the marketing business - because you cannot expect 
the major oil companies to go and market your oil for us. 
They are not going to go around breaking their necks t9 
make money for se and I do not want them to. I think 
it is a bad thing. I want to go anc find my own market. 

@ UR. COMMESSIC?!u- LIpossT °: Mize Fisher, suppose you 

had permission and did accumulate a large quantity of 

eil, and the varicus wells did that, might not that 

have the effect the very opposite to vhat you want, 

having a slash in the price? 


4 No. 


cee) 


With this company and thst company heaving @n accumulation 
of oil and wanting to dispose of it” 

4 You woula have to use ressone I would not want to 
accumulate millions of barrels of oil, but without that 


/ 


million barrels of oil you could not get a market. As I 
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say you go to the C.P.R., and ask them or tell them 

"IT want to ship 10,000 berrels of oil to Toronto or 

to Saskatoon? as an tage wee They ask you "Have you 
got the oil and where is it going to” and then he will 
‘elk yates to you.. But if you tell them it is in the 
ground he will say "You had better get it out of the 
ground before I can talk to you. You cannot put the 
cart before the horse. If you have not 15 or 20 wells 
you cannot produce it quickly enough. It is not like 
eB tap that you can turn it on and off. There is not 

an operator in the field excepting the Royalite that 
would be able to supply 15,000 to 20,000 barrels of 

Oil at once. Supposing a war came on and tomorrow the. 
British sent a tanker to V@ncouver anc asked you to load 
it, where could you get the oi17 It is in the ground. 
You could not get it. Now I do not want to be exclusive 
about it. I say every operstor, they should figure out 
what the field will use over the year, and they should 
allow a sufficient surplus to let a person use their 
own initiative end go and get a market. Now if a big 
company came in and built a refinery, the first thing 
they would do is look eae and see where they could 
get some oil. There is not any for them. If you had a 
fer 80,000 barrel tanks for that oil, you could talk 
business. Mr. l@yland put up an 80,000 barrel tank 

and Mr. Phil Pyrne put up an 80,000 barrel] tank and 


I got quotations on one. But then the Boara said "You 


will have to fill it from the pipe line." Nov Iam 
not going to teke that chance. If it goes down I am 
beat. New I do not want to teke the view that these 


tanks should be filled with my oil altogether. But 
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what will happen is if we have a little spread that 
we will go sey to the National and to the iNodel and 
the Globe anc a few of these oil companies, and we 
will get together and we will buy an 80,000 barrel 
tank and we will put our share of the oil in..So 

it is not costing us any money. I da not sey that 

I should be allowed to run an oil well at 100% of 

what it will produce, and give my neighbour next 

to me 25%. Iam not saying that. I em saying 

let my neighbour produce his percentage over and above 
vhat he is selling so he would heve a reasonable 
margin- Now I believe in pro-ration when it is run 
properly. . But if ‘you do not do that it will settle 
into chaos. The oil market will be all wet. I took 
that up with the people in San Antonio, at the meeting 
‘of the Petroleum Institute. I talked to all the big 
independent oil men down there, and they told me 
without pro-retion there would be nothing in Texas but 
chaos. I agree with them. This is a new field. he 
are only in the baby stage, and all the restrictions 
should be Penoved till we get it proved up. ie have 
only got Turner Velley yet. True, k:oose Dome and 
Steveville look good but they hsve not been proved up 
yet. We are in the organization stage and these 
restrictions should be removed as much as possible 

and let us develop. 

Q Your point is really that these reserves should be 
@llowed to be accumulated out of your own oil, or that 
of people associated with yous 

4 Yes. 


is Instead of having to pay the Koyalite or anyone else 


get 


‘sao ~- : 
2 : a 
ie 
ess 
z t 
3 ban) 
- <i ' | 
=a ! 
a 
4 ' 
ate 
= . : : 
. a 
G P | 
= | : : 
: ‘ . 
/ : ; 
: : : 
= 
A ’ = - 
ek . | 7 | 
Gs 
yee | 
z : ; 5 a fe - 
ef» . 
: - 
4 
exe 


loge 
16 


Williem C. Fisher. ~7855-~ 


A 


the pipeline price. 

Yes. And the Royalite allowed to produce it. Now 

I will wager right now that the British American Oil 
Company heve not enough oil in their tenks to act as 
What you and I would call a buffer. I will wager right 
now if you teke over the pro-retion and you put in your 
application for so many thousand barrels a day, I bet 
right now that the surplus oil from the pro-retion now 
is awey under wnat it should be, maybe 50,000 berrels 
under what it should be, and yet these wells in January 
and February had only 50 barrels a day. If you went to 
the British smerican and asked how much oil they are 
Short right now I think you will fine they are short 
50,000 barrels of oil right now. 

Mee tat Ly : The British American Oil 
Company’ 

“ell any company. I know Mr. Maylanc wanted me to run 
my Number 2 well 30 days full out and shut it up éend 
catch up with my quota. So I talked to my field man 
eocene said if you do that. you will injure your well. 
You will upset the gas-oil ratio and you will injure 
your bottom hole pressure, and he said "Do not do it.” 

I do not know how Mr. hayland got it. I know he was 
scraping h:s tank bottoms and I know there are others. 
Nov that is just because of pro-ration. JI am not saying 
anything about the Board. They have done a good job. 
New I asked the Prime Minister ana the Minister that I 
should put in my application and put up a surplus of 
oil and they promised they woulda do it but they never 
did it. As far es I am concerned I have not been doing 


anything to try and drill. 
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Mes OUI oolOnsn LIPSH ?s Supposing there was an 


6) 


S0,000 barrel tanx, and in this requisition that is 
put in each month, supposing you put in for an extra 
2000 barrels, would not thet be granted? 

4 No, 1 do not do it. The refiner puts it in. 

Q But supposing you put in a reguisition for 2000 barrels? 

vy No. They would divide it over the field. If we put in 
2000 barrels that would be divided and say there is 100 
wells it would be divided emongst 311 these other wells. 
The refinery companies they all got their own storage 
end. Wr. Maylend he has put in his storage, and he builds 
up’ in the winter time, but us poor chaps can't do it. 
Anybody in the wholesaling of oil céinnot do it. I sold 
10,000 barrels of oil last winter to Moose Jaw, and I 
could have sold another 10,000 just as easy, but I did 
hot have the oil. I am not buying oil from the pipe 
line to sell to somebody else, and take a chence on the 
price dropping. JI am not in that line of business. 
That is a different line of business. That isa broker's 
business. That is not my business. So that who is 
looking after your market? Nobody. That is the trouble 
With the oil business right now. Wobocy is looking 
after the market. Everybody is trying to look after 
Ourselves and we are curtailed. 'e cannot do anything 
Seeati. That is only one result. 

% ee PR oT Y: Is there anything else in 


the labour regulations or pro-retion by the Conservation 


Board? 
4 Yes 


You seid there were too many regulations? 


cm) 


A Yes. 
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¢. &re they confined to these two things? 

A There is one other thing, your Government tax on gas. 

q Tax on what? . 

4 On gas. 

Q Gas or gasoline? 

A On the gas,that we sell the British American O11 Company 
the gas that ve produce to produce crude oil. The 
Government come along and they teke a test of it and 
they find out what the gasoline content is in that wet 
gas. 

Q Piney: LAY s That is the royalty. The 
Departinent of Lands and Mines royalty on Crown leases? 

4 Yes. They turn around and we get 20; from the gas 


absorption plant for that gasoline, and the Government 
charge us the full royalty on the dollar. Say we sell 
to the ebsorption plant for %1.00 and we get 20% on 
the dollar, we get 20 cents and the Government charge 
us a royalty on the whole thing. That is not fair, 


businesslike or even reasonable. 


aD 


THA CHAIRMAN: The Government tax you og 
the dollar basis although you get but 20 cents? 

A Yes. They charge me the full price, although I only 
Bet’ 20 cents. Wot only tiat, they go a little bit 
further. They have got now they take this gasoline 
and they bill us with the whole thing, whether wo 

use it, sell it or anything, it does not matter what 
we do with it. I think I got a bill the other day for 
5590.00 from the Government, and all the cheque that 

I got was 465.00. So I lost money on ite I would 
like somebody a little more competent than I am to 


Zo into that. 5 think Mr. Cottle could give you all 
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that evidence or one of the Government ment could 

ae it to you. 

THe CHALAMAI: .. ee tax is that? 

That will come under royalties, gas royalties. 

be Fas. LsyY.: a whom are you dealing? 
The Lands and Mines Branch at #dmonton. 


Mr. Gimmeli, the Superintendent of Crown Lands? 


(Go to Page 7859). 
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Superintendent of Srown Leasss? 
Yes. 
Pee CHATRMAN: Now anything 2lse, Mr. Fisher, 
that you think needlessly adds to the nroduction of o11? 
no, 1 think that covers everything, those three things, outside 
pepeneae wo have a wonderful field and if you stop to think it 
Milt take around <75,000,000.00 to prove up thet field aa 
where are we going to get the money with all these restric- 
tions; nobody is making any money, how are we going to develop 
move, ticld? 

You say that it must be developed 
and that the producers of crude ail must make money, otherwise 
Peers Will be no exploratory work? 


Pome nave quit now, and IT can tell you why I have quit, I cannot 


Penetieacd and | am goins around in a different way now, first we 


had the sale of stocks to finance the cil comnanies; the next 
Meeecne Sale o* royalties, I do not believe thay will allow the 
Peet + yalties in Toronto, in Ontario, ‘sll, now, Wat are 
Meee to co? The only other thing is, we have to dsvelor it 
Peon Capital, and if capital does not get any returns, they are 
not going back into the field, and we are selling these royalties 
and you cannot finance a company in that way, if you Sebi fitcy 
Gr sixty per cent to the public, y u have nothing left, you are 
Esally drilling the well for the, public, it 4S & very pocr waz. 
we have got to get some revenue out of it or we will never 
dsvelop that field and you can see the result, if you do not 


ke3p on drilling, proration comes in and then yur Share of course 


4) 


gets less and less anil then you fade out of the picture. Now, we 


quit, we have not zone to the public, mayb? sines 1935, 
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we do it this other way, we form, two or thr2a of us get 
together, and we put up “50,000.00 apiece and drill an oil 
well and take a one-third interest in it and to get away 

from the income taxes, the Government was charging an income 
tax,to the Government on the company, and then you were charged | 
an income tax perSonally, so there were two income taxes, so we 
heave tried to get away from that by forming a syndicate and it 
eer goes Out to us and then there is only one income tax and it 
gs done in that way in the operation of the whole thing. 

meee Lilo url: Mr. Yisher, have you any suggses- 
meeneor your own, < can quits see your point, Supposing Some of 
tne larger companies drilled seventy-five ner cent of the new 
wells, that your proration will go cow21 very low? 

Yes, 

And your incomes verv low? 

Yes. 

Pees DosSsibilities of drilling very low? 

mos % 

Have you thoucht out anything y ursslf* 

That is why I want the surplus oil, we can make it go if you give 
us the surplus oil. It is the Government regulations that are 
Goo tough. 

TH CHAIRMAN: Tt all comss down So tar 422 voae 
phase of it goes, to the privilege of stcring? 


Yes, we want the oil. 

You Subscribe to the ide: that the oil should not be taken from 
the earth more quickly than is sound, having regard to those 
conditions, to the conditions of the field? 

oS 1 admit that. 


Mt hes to come out in the proper....ereeseveces 
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Gas,-oil ratios, 

Yes, gas,-oil ratios, and there has to be conservation of y our 
property? 

Yes, 

530 far 2s the enginsering is nossible? 

Yes. 

PaGayou say, civine full e*fect to all of thos: considerations, 
Phat this Board still should permit of storace? 

storage, yes, a rensonabls percentage which can fluctuate, I 
Peaneif the Government, checkinr up on the field, finds that 
mmo parre]s of storage ‘is on hand and they think that is 
Bmouen,) Or 100,000, they should Ju) "All right, no mor2 storage 
for two months", but they should permit every operator there. 
Peomeave/alil the oil on hand that he can dispose of by any 
Harket, otherwise he is not going to sell this oil, and you are 
not going to extend your territory, you can'b expect the company 
to go out and do it, I mean you cannot expect the major companies 
fomeeroul and do it, they are not interested in the Model Oils 
and they are not interested in Maylana, they are runnine their 
business and I woul? like to run mine but I cannot run mine 
methar is all. TIT woild like to run my own business, I think 
We would ect along and I think I would pet my Share and we would 
have a price of oil that we covld make Some money on; it is time 
enough aftar we have the oil proven and the different fields 
proven, it is time enough then to start anc get down to the 
cutting of prices for oil but now it should be high, as high as 
it will possibly go because you can see, take the Model, we 

have $231,000.00, and what did we do? ‘le drilled two oil wells 
in that territory to prove up the field, help to prove up the 
field. 


I suppose, Mr. Fisher, the theory of the Board is, or that it 


has been sugvested to us anyway, that the theory of the Board is 
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that there is one common reservoir owned by everybody? 

= ves. 

9 fs I understand you you are of the view that you have an 
Oil well there? 

a Yes. 

q that you should be allowed to produce what that oil well will 
pecauce ef ectively? 

me 6LeS. 

me and if you happen to be draining soms acrease which is not 


yours, that is just the lookout of the person who has not spent 
the money to put down the well to gst his own? 

Meee. think so. My answer to that, and 1 think it is quite 
Simple too, that I do not believe an oil well will drain over 
forty acres, I do not believe it. They tell you, there is 
nobody yet able to tell but in Montana we drill one well for 
Sgery ton acres and up hers it is one well for forty acres 
Peet am quits satisfied that if you put that well near the 
[eee or that forty acres that -is all-it will drain; I am not 
Speaking of g9s now, that is a different proposition. 

® Am TI right in thinking that you are not of the opinion that this 


Should be dealt with as a common reservoir? 


A Insofar as vroration is concerned, correct. 

4 Which is correct? 

meres. T think so. 

ee that it Should or should not be? 

A Yes, it should be dealt with as that, insofar as proration, 


you see, Judge, I do not know just what is-in-the. back sot 


your mind in that question, you have got to haves proration, 


there is no argument about that, otherwise,we would get a lot 


of oil and we would start cutting prices. 
2 A distinction has been made before us between proration and 
Conservation? 


A Wes, there is a distinction. 


OO 
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They make a distinction that is of some practical importance, 
whether it is sound or notis another matter, they say you have 
to have conservation, that is right? 

ros. | 

No oii should be allowed to run wild? 

ios). 

Recause it may destroy the ability of that well or any other 
one that may come along, to take out of the earth all the oil 


that is there and that is capable of being taken out if prop- 


erly run? 
13s. 


But it is said that that should not deter anybody from getting 


Peeeene Ol] he can est out of his well providing he is not 
Causeane wastage of oil, or leaving it in the sarth. 

teao 15 Sound. 

Peeethe other theory is, as I aprreciate it, whether that can 


Pemraren out afficiontly out of this hols or not is beside the 


Drea hols should only be allowed to drain a certain area 

Pages Will cut tat down to trat. 

Yes. 

That is a sound theory, so that if somebody else comes along 

he can zet some too, which means then if he has not spent any- 
thing he is not taking anything out, and I wondered if you had 
any views about this, the distinction between, and the evidence 
we have had, I do not think you can use the two words "Conserva- 
tion” and "Trrorstion”’ as if they were Synonymous. 

I am a business man and all I say is that we are suffering from 
expertitis too much, we have had it ever since they brought 
Pisher in here and I do not pay too much attention to it. I 
deal with it from the practical standpoint and they have cost 
us a lot of money, you have been acquaint3? with the Board when 


we had Calder and “isher and all that predicting the life of 
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71 don't pay any attention to that other than that I would not 
worry aboui it. The other is the market, get the oil and sell 
LU. 
foueeey "sell all you can." 

Meeeool! €l)l you can. 

Q Market all you can providing you are not leaving oil in the 
ground that nobody can ever get it? 

mm yes. 

Seepecauss you have it? 

fe | Say produce all the oil you can properly, and sell all 
you can properly and remembering always if you are up against 
all these, the neighbors to the South, who have the oil there 
and who are going to put their surrlus in here and you have 
to meet that competition. | 

Mueot course, that decides the cortimon reservoir idea? 

Meee, forty acres in my opinion I think is all it will ever 


drain and forgetting about it, we have had too much trouble 


eiready about those things. 
feel) right, Now another thing, while you are here, Mr. Fisher, 


Poreet the benefit of your ideas, you say you are a business 
man and we are glad to have your views as a business man, that 
there is no danger of arguing that you are an expert? 

AI think we have done pretty well here so far as experts are 
concerned. 

2 How about this extensircn of markets, if you extend your 


ei 


market you must renlace some other crude that is going there 


meses, 

2 You yourself? 

Yes, 

Q And as a business man I presume you say "I have to be able to 


Sell under them before I can push them out", if they have the 


markst now. 
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A JI want to noint ow one thing there that I want you to get 
and that is this, the world is made up of different people, 
Some want to deal with you and some want to deal with me, 
Some want to deal with the major companies and a lot of them 
want to deal with us smaller fellows bacauss ws deal a little 
differently with them; the bigger companies hav: a set of rules 
Gro they do not deviate very much from thoss rules. You and TI 
peomrore Flexible. I can sell on thirty or sixty days’ time 
mame would have no trouble if I had the oil, I could go out 
Weegee and, sell it. That is one point I am glad, you brought out 
risht there, the Government royalties Should be based on what we 
Seeeeoo tie o1t and not on the field price. There is a nice 
point there, Supposing I have to go down and meet Montana 
Competition, a thousand barrels a day and I have to drop the 
Preee ten cents a barrel to do it, one way to. do it is for all 
to gst together and put a percentage, say ten per cent of our 
Oil to provide for that and we take the loss, now if you are 
going to be in business you have to do it, otherwise you are 
Poine to lose the market, there is no argument about that. 

Q@ Inthe first place you have in mind that becaus? you can 
conduct your business in a more flexible fashion, that is 
you can extend credit to one man* 

= Yes, 

2 And withhold it from another, and senerally do what you please 
as distinguished from the larger corporations that must follow 
alonr comnany lines? 


A Yes, 
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la 
G That it would be expected you would get some of the 


business if you were allowed, for the reasons you gave, 
it would be expected that you would get some of the 
business now enjoyed by the major com anies? 

A No, I would not say "enjoyed by them", what has happened 
is they have gone into, most of these little refineries, 

I can name you one is the Bishopric, I think he uses 
around 500 barrels a day in the summer time and a little 
less in the winter, they are in the sodium sulphide bus- 
iness, he was coming up here next week and I have a letter 
from him saying he i8 coming up to see me but I cannot sup- 
ply him with oil, I cannot supply him with oil becuase I 
have not got any, all of mine is gone, that is a case I 
could get the 500 barrels away from iiontana and I think 

I could get it at the field price too but I cannot do it 
because I have no oil, I am in the oil business and have 
no oil. 

Q Then it may be said that, as I understand you, that you 
might hope to more gradually share the field, as it stands, 
with the major companies? 

4 Yes, and I think they will agree with that. 

Q You could more gradually share the present fields? 

A Yeo: 

Q But that would not enlarge the market, it would only take it 
from one and give it to the other? 

A No, we would cut out these foreign oil companies. 

@ I am sentie to that, to the extent that you take it away 
from them it would not be increasing any market, it would 
be what is perfectly proper, a sharing of what they now 


have with you and then there is another position and that 
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is the extent 60 which you can displace foreign orude? 

Yes, and that is the main thing and remember that we are, 
that business is growing, the oil consumption, with the 

new machinery and everything coming in, this oil business 
is growing, look at the aeroplanes that are running through 
with the mail, look at the gasoline they will use every day, 
the use of oil is going up, it is not going down. 

But to displace, to increase your market we are not ¢ on~ 
cerned with the first, because the market is the same? 

Yes. 

But to the extent that you displace foreign orude you are 
increasing the local market? 

Yes. 


Now if you are at a@ point beyond which you cannot afford to 


increase your mnarkete--- 


ve have not reached that yet, we have to keep on drilling. 


I have been reading for a long time about wider markets? 


Yer. 


And I am very glad to get this business view point because I 


am wondering about that, the cry for wider markets and wider 


markets, and I am thinking this that perhaps to get a wider 
market you have to at least meet the price of your ovtsider? 
Yes. 

Your foreign competitor? 


Yes. 


Well if you are going to meet his pice you have to produce 


it at a price that will permit you to meet it? 


Yes. 


Surely there is a line beyond which you cannot go, because 
you cannot produce at that price? 


Correct, yes. 
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You cannot produce at a cost that will permit you to 
displace, beyond that line? 

Yes, that is right» 

Then there must be an economic line? 

There is, 

For this oil? 

Yes. 

And beyond that you cannot go? 

Pepe cts 

Without losing mone y? 

Yes. 

which is uneconomical? 

Yes. | 

And therefore you cannot extent this market indefinitely, 
or am I wrong? 

No, you are right up to a certain point but remeziber when 
you come down to producing oil, if you are producing, tako 
in the refining business in iontana, say you have a plant 
in Montana, I heard that argued out before Judge Sedgewick 
down in Ottawa, the way they do, you have your area tmt 
you can supply but anything which you have above that you 
can sell and get rid of all your reserves, that is what 

we have to meet and that is why on the one hend in the oil 
business, if you are going to regulate it should be under 
the Dominion, it should not be under the Province, because 
the oil business is an international proposition, it is 
world-wide, it is not just local, but 1 would say that we 
have not yet arrived at that stage, that there is any more 


Oil prodused in Alberta but what we can sell to the present 
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existing market and that is my answer; we will meet that 
three years from now, five years from now, ten years from 
now, but it is not here yet. 

Q But if one were asked to determine, +f you had the power 


tomorrow in your own hands to pick the field price you 
would have to know where you would draw the lino, would 
you not? 

A Yes, and that is very difficult. 

Q Because that field price has to be set so as to permit you 
to go up to that line? 

A Yes, that is right. 

Q How can it be dodged if you are unfortunately asked to aie 
termine what is the fair field price, you cannot dodge it, 
can you? 

A No, I see the point. 

Q You cannot say "we will wait five years", because you have 


to report before that, at least I confidentially here we 


will? 
A Yes. 
Q Yes? 
A Here is another point, probably we are all in business to- 


gether, and on the American Continent and all these bdtates, 
even Illinois, is coming up now before the Legislature for 
conservation and proration; they are in the saae position 
that we are, they cannot afford to ship this oil into Alberta 
for 90 cents a barrel and lose money, then it comes down to 


the point we have not got it ana the price I think should be 


fixed on the law of supply and denand. 


q Illinois is now being prorated? 


A The bill is coming before the Legislature on that right now, 


and wiontana had it, you have the judguuent there, they turned 
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it down for a different kind of reason because that field 


consists of hundreds and hundreds of small wells and if 


you prorate them down it is a difficult proposition, is 


that all, 

MAJOR LIPSETT; ir, Fisher, your suggestion 
was that the price of crude should go up? 

Yes. 

To $1,507 

Yes. 

Now one of the things that crops up here was that on a 
basis of $1.30 for 48 gravity, the field has recently lost 
part of the i:anitoba siarket, amounting to over 1700 barrels 
a day? 

Yes. 

Now if the present price has resulted in that loss and it is 
there, would not your increased price further curtail that 
market, the existing mar ket’ 

Not if you gave us a chance to go into the market and get it 
ourselves, it comes right back to the point, who is selling 
oil in £lberta, the Government, who is selling it, nobody is 
selling it, the major companies are taking what they want 
and the price is satisfactory so far as they are concorned, 
and what is the Government doing, they are not doing any~ 


thing, they are only fixing it so that we follows cannot go 
ahead. 

THE CHAIRMAN: You say the price of crude is 
effected by the fact that the outlet for the refined pro- 
ducts are curtailed? 


Yes, the whole thing is curtailed. 


If you should increase, if you could really go and sell, then 


: ? 
you would increase the denand for crude’ 
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Yes, I would change the whole policy. liy idea of this 
thing is, if slberta wants to get any place in the oil 
business, it is that the Governentn should try and build 
Alberta as one of the biggest refining places in the 
world and let the crude all be refined here, put all 
weather roads right through from here to dinnipeg so that 
we Gan use the deisel trains and make our gasoline go into 
that market, I have just returned from driving 7,000 miles 
through the United States and when you pull out at night 
bang goes these deisel trains hauling two or three trucks 
behind then. 

What do you mean by “deisel trains"? 

They are not run by gasoline, they are on the road, great 
big long trucks. 

I have not seen them? 

They are awfully long and there are three or four trucks 

On right bohind, they come and go along the roads with 
smoke coming out of the top of the engine, they run them by 
deisel, run them awfully cheap, and it is a wonderful op- 
portunity to build this Province into a big refining centre 
where we would refine all our products here and delivery 
them by deisel train into the Saskatchewan and iianitoba 
markets; the pipeline only delivers it only at one place and 
then you have to distribute it from there and if you want to 


build a businces do it the other way, l would build roads 


and deliver everything by truck. Never mind the railways, 


and you can see that if you have the roads here, anyone of 


ua fellows could go into the refining business, produce our 


gasoline and deliver it by deisel train and deliver it by 


deisel train very very cheap, I would build a different line- 


up from what the Governient is doing now. Je are in a stage, 
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I have &,000 acres down at Steveville, an aoreage out in 
the uo oge some but I do not want to build a refinery until 

I know what we have got and we will have to wait until this 
18 developed, until we know what we have to sell, it cones 
down to this fact that I have to make profits on my oil so 
that I can build up a business. 

Q On the common reservoir idea I suppose you could never know 
because the greater number of wells, as the greater number of 
wells are drilled and it is prorated---+ 
Yese 


A 
Q Down would go the allowable of the wells in existence? 


é Yes, that is happening. 


& If 100 more wells came in next month? 

A Yes. 

) You would be down to where you could not operate? 
4 Yes. 

Q lixcept at a loss? 


A Yes, but it is not all going to work out like that fron a 
practical standpoint. It is not working out that way at 
all, take iiodel Spooner No. 1, gross earnings 4156,000, 
cost $149,000, 1927; this is in October 1967, October 1938, 
it is about a year and a half, they camnot produce 60 bar= 
rels a day and it was a thousand barrel well.e It is all 
gone. They have seven million feet of gas and now they have 
to get some other proposition on it, so that the wells tako 
all that row right along the road there, the west flank on 
the one side and our wells on the other, they will all be 


gone inside of another year; I think you will see them all 


gone, so that we will have to keep on Grilling and we have 


not enough money, I would say, I am doudtful if we have 


j pake care of the in- 
enough money to keep on drilling to take 
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To keep up the present volume? 

Yes, the present wells are decreasing at a greater rate 
than what we are drilling to koep it up and we Qannot keep 
up the supply I would say so right now. 

There is no immediate worry then? 

Not a bit. 

About the wells being prorated down too much? 


No. 

Because of the increased number of wells? 

No, I do not know how many, the koyalite can tell you how 
many wells you would have to keep on drilling to keep up 
the present supply. 

We have had some evidence on that? 

12 or 15 and we are not able to drill those. 


For lack @ moncy? 
For lack of money; I have a big $80,000 outfit sitting down 


there for two months and it will sit there for two months 


MOre. 


And you say the lack of money is because of interference? 


Yes. 
WAJOR LIPSET?T: Have you considered at all 


then, Mr. Fisher, the question of two prices for crude, one 


for the present area, that is the erea which we have? 


Yes. 
And one to take care of a situation samiething like what hés 


been described, where this iianitoba market, 1700 barrels a 


day, is lost? 
You are getting out of my line, that is too complicated, I 


have considered it and thought about it a lot but I would 


4 


a fees 
oe S 
He 


band 
- 


€ 
— 


ueC Fisher 


C2 
2 


G, 


& 


- 7874 - 


rather work it out from another line, where the Govern- 
ent would build us a road and let us deliver it the 

other way. 

THE CHA IRAN: hen you have to have two 
Governmients co-operating of course for the roads? 

Yese 

That is the road to Vinnipes? 

I don't think there would be any trouble about that if they 
got down to work on it and it would nd cost very much. I 
have travelled over mud and gravel for many years+~-- 

MRe FRAWLEY: You think Saskatchewan would 
be interested in building a road for us to get our gasoline 
over into that Province? 

I think they would be interested. A lot of Saskatchewan 
fellows are coming here for work and i:anitoba people and it 
means cheap oil when we get the field proved, but not now. 
THR Cha Tid: You have the Dominion highway 
in contemplation? 

I am only speaking of the major roadsfrom Galgary to Win- 
nipeg and Saskatcan and jwdmonton and from Idmonton to Sas= 
katoon, we do not need to consider all these side-roads be- 
Cause you build bulk stations and deliver it from then. 
That is the means of transportation? 

Yes, that is one of your big problems now. 


why do you discard the railways as a means of cutting down 


transportation costs? 
ell you cannot do anything, either put a pipeline in, from 
our wells, if we could have produced cil I would have had a 


Pipeline into High River but L cannot get the rate, they buck 


you all the way elong and it costs too much money. 


To do what? 
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I have been down and I have talked With Sir idward Beatty 
and I talked with Stephens, the other chap and the first 
question they say to you is “where is your oil and where 

do you want to ship it" and you have just to back right 
away from them at once and then they run, the railways, 

they run to certain places and then you have to deliver 
from there to other places, that is all right, but it is up 
to the railway,Sir Edward told us he would meet pipeline 
competition but what he means by that is we have to have the 
money to build the pipeline und be ready to build it before 
they will talk business. 

They will not come down at all in transportation costs until 
they have to? 

No, that is right. 

And until they run a chance of losing the business? 

And we cannot siake them, that is the position they take, if 
we went ap to the CG. P. R. and asked thea for a rate the 
first thing they would start inquiring about would be your 
bank account and if you didn't have a bank account you 


would never get tO first base, so I would work it from a 


different angle. 
What do you mean by a bank account? 
I mean, they would want to know if you could pay for it 


and could finance a pipeline and if you couldn't prove 


that they would not pay any attention to you, 
Not whether you could pay for the pipeline? 
No, if you could build a pipeline. 


So that you could compete with then? 


Yes, they would not let you move at all, you ask them for 


@ pipeline rate from High Kiver to Regina, I think it is 


about 7 cents more, so much that you cannot even talk to 
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them at all. 

Q Now is this so, these profitable things, you are talking 
about, why do you think that these Major companies have 
not gone out «ft&@that, because after all they can run 
deisel trains or put in pipelines? 

j Well they have their arrangements madc, they are getting 
along fine and I do not think they are kicking at ai, 
they are getting along fine, that is their problem but 
then they never have any trouble over their freight with, 
the G. Pp. R., the C. Pe. R. will do what they tell them or 
want them to do within reason but they will not listen to 
us fellows, that is within reason, they have had lots of 
fights with them but I think within reason they are ina 
different position, when they say they will build a pipe- 
line they build a pipeline so naturally the C. P. R. will 
listen to them but then there is only one way of talking, 
pipeline, we have not got oil enough to talk pipeline, it 
is beyond us, five years from now. 

s) So you are talking deisel trains? 

4 Yes, that isa different thing, that is only a small in- 
vestment, that does not cost so much money, when you start 
to talk in 20,000,000 thut is one thing but when you start 


to talk four or five thousand that is another thing. 


Q MAJOR LIPSETT: Now this idea of making 


Alberta a refining centre, iire Fisher, that would mean the 


expense of selling all your products in a refined con~ 


dition? 
A Yes. 
Q With regard to these deisel trains, would it be any more 


expensive to send the refined products than to send the raw 


Mg? 
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products? 

No, the railway companies give rates on the refined 
ee and they charge it according to the amount of 

_ traffic and where it is going over, so that if you get 
ee on gasoline and the rates on oil, they are not 


‘the same thing at all. 
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So coming to that, I was talking of the Diesel train first, 
you are shipping refined products by Diesel train? 

For the same cost? | 

As cheaply as crudc? 

Yes. 

But when you come to the railways apparently, there is 
avery big spread between the price on crude and the 
refined products? 

Yes. 

Do you know what justification for that there is? 

They have to make some money, that is all. It is just a 
question of earning. They have to charge something, so 
they put it cn the high-priced product. 

THE CHAIRMAN: Don't they take greater risks 
with it? 

Oh, no. 

From explosion or fire? 

No. That is always covered up. Not to amount to anything. 
MR. COMMISSIONER LIPSETT: Is there any practical difference 
between the expense of sending refined products as against 
crude, by rail? 

I would not think so, no. It is the same cars. There may 
be a little better cars, that is all. I do not know. 

The Royalite can tell you. I presume the cars for 
handling crude and handling gasoline is the same. Is it 
all the same, Plotkins? | 

MR. PLOTKINS: Yes, only they are clean. 

Yes, there is no difference. 

MR. FRAWIEY: Now, Mr. Fisher, the first thing 
you say is oil is too low. The cost of crude oil is too 
low? 


Yes. 
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The cost of crude oil in Turner Valley to-day for 43 
gravity should ve $1.50? | 

Yes. 

The price you should be getting on that? 

Yes. 

S0 can you tell us where $1.50 in Turner Valley for 43 
gravity l@nds you as far as cutting out Cutbank crude is 
concerned? 

f do not think you could bring Cutbank crude up here and 
compete with $1.50. You ask Mr. Plotkins. 

I am not asking Mr. Plotkins. Now, you came here and 
you said $1.50? 

Yes. 

Did you figure anything out? 

No. 

You just pulled that right out of the air? 

No, I have 20 years’ experience in selling oil and I know 
what I can make money at, and I know when I cannot. But 
why I cannot tell you. 

There is crude oil in Cutbank? 

Yes, but it is all taken up. There is none there now. 
Give me a chance. There is crude oil in Cutbank and in 
Kevin-Sunburst? 

Yes. 

That was the crude that supplied the Western Canada market 
ourevious to 1937? 

Correct. 


Do you see any reason why, if you put----now, let us assume 


it now---that the price is going to go to $1.50 to-morrow 


in Turner Valley? 


Yes. 
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Are you suggesting that Cutbank and Kevin-Sunburst erude 
would not begin to find its way up here again? 
No. 
You say "no"? 
No. 
You do not know what the figurations are on it at all? 
THE CHAIRMAN: What does that "no" mean, it 
would not? 
Yes, it would not, because in Montana they have built 
numerous big refineries. They have a refining capacity 
for between 12 to 14,000 barrels of oil a day, which will 
take care of most of their oil. 
MR. FRawiiyY: It is all a question of earnings? 
Yes, it all comes down to that. 
Yes, and what the man at the well-head gets for his oil? 
Yes. 
Now, if the Imperial Oil Company were told to-morrow - 
let us separate the Imperial Oil and the Royalite - that 
Mr. Moore were told to-morrow he would have to pay $1.50 
at the well plus his pipe line charge to get crude oil 
to his tanks in Zast Calgary? 
Yes. | i 
You say he would continue doing that gladly, and that ne 
would pay the $1.50 plus the 94 cents to -et it into his 
crude oil tanks in Bast Calgary? i 
Yes. 
He would do that gladly. He would not go to Montana. 
He would not think of going to Montana at all, is that 
what you say? 
Yes, and IF will tell you why. There is not a refinery 
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amore the major companies that will handle Cutbank crude. 
They have turned over to Turner valley erude. It costs 

money and as long as they can get lots of it they wan't 
bother with the other. It is a different process altogether. 

Q You say the money they have spent in fitting up certain 

equipment to handle Turner Valley crude? 

A Yes, plus---- 

Q That has been so much that they would still buy it and 
not balk at $1.50 orude? 

A Plus better oil. Cutbank is 38 gravity. 

Q I wondered if you had figured that out, what the difference 
fo values 187 

pA I am not an expert on that. 

Q You have not asked anybody to do it? 

A Yes, I have had it done. 

Q You have had it figured out, the difference between Cutbank 
crude and Turner Valley crude? 

A Yes. 

And its value at the refinery in Calgary? 

I had that all figured out when we went down to Ottawa. 
We had that all figured out. 

As long ago as that? 

A Yes. 

Q Well, whenever you had it figured out Now, we will take 
one of the big companies. Let us talk about the Imperial 
in East Calgary. They are one of the larger ones requiring 
crude to make petroleum products? 

A Yes. 

2 Your considered opinion is, or is it a considered opinion, 
that they could afford to pay 1.50? 


A I just said that. I meant it should be inereased. 
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To something? 

Yes, to something. I would not like to say $1.50. 

Perhaps not 31.507 

Yes. 

Now, I wrote down $1.50. I want to be Ee that? 

Yes, that is my opinion. I have not any figures to back 
that up. It should be raised and not cut. 

THE CHAIRMAN: May I interrupt. Mr. Fisher, you 
say you do not aon how these things are worked out, 
perhaps, but you stress that you are a business man. iWhat 
can you produee the oil for, without refining it; now, 
under existing conditions? 

I would say not under $1.50 a barrel. 

That is your minimum there? 

Yes. In Montana $1.00. 

That is what I gathered, and that is what Mr. Frawley, I 
think, wants to clear up? 

Yes. 

Under existing restrictions, whether right or wrong we 
need not debate at the moment - with the taxes you have to 
pay and with the prohibition on producing the way you may 
want to produce - that you cannot produce your oil at less 
cost than $1.50? 

Yes, that is correct. 

And make a cent? 

And $1.00 in Montana. 

And that is your minimum? 

Yes, and $1.00 in Montana. 

MR. FRAWLEY: IT am glad to have that. Now, you 


say first that this condition of these restrictions and 
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the awful drastic regulations are having on your business, 


you just have got to get this $1.20 up to $1.50 to let you 


break even? 


A Yes. 

Q THE CHAIRMAN: Or you Wil tee money in proj ucing 
crude? 

A Yes. 

Q And because you lose money in producing crude you will 


drill no more wells and no one else will and the field 


Will be lost. That is what it boils @own to? 


A Yes. 
Q MR. FRAWLEY: Or you would have to go into the 
refining business. Would you go into the refining business 


with all these restrictions which you have spoken of? 
A My idea is I would quit operating for two years till these 
other fields have proved up and we ses what amount of 
crude oil we may have. Then I will make my choice. My 
decision on the present facts would be that I would go 
into the refining business. Or I would have my company 
go into the refining business. I could not go in with 
other companies. I would have to turn that oil into the 
refining company for nothing and look for my profits from 
the gaSoline. That is, look backwards rather than forwards. 
Q That is just a matter of bookkeeping, whether it goes in 
for nothing or for a lot? 
Yes. 
You get your profits from the refined produwts of the crude? 


Yes. 


ee Oo 


But you did gay, however, and that is what I am most 


interested in, or as much interested in as in anything else, 
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that the Imperial Qi1 in your Prchenede eould afford to 
pay $1.50 in the field, plus the transportation charge 
to Calgary, and they would pay that gladly, rather than 
go and seek oil in Cutbank? 


A That is outting it pretty strong. I would say we have to 


have that---- 
Q Oh, well, now----- 
A I could not produce it for less. 
0 That is the other half of the picture. You know perfectly 


well whatever it costs you to produce you have got to meet 
compe tition? 

A Yes. There is no competition, I would say, at around $1.50. 
That is what you say. That there is no competition at 
61.50, and the Imperial Oil would gladly continue to buy 
Benet G1.25) 9.60) $2.35 or up to 81.50, for what they 
are now paying $1.20 for, rather than go to Montana? 

A I am not saying that at all. I would say that the oil 
produced in Montana at the present price of 41.10 would 
be somewhat comparable with $1.50 up here. Tho pays for 

POr Tuns. it 1, do not, know. | 

MR. COM{ISSIONER LI2SETT: Perhaps, Mr. Frawley, ne is 
speaking of Calgary only, where the Imperial evidence is 
that they could pay $1.52 for their Calgary refinery. 
He maybe is just talking ubout the same. 

a Yes, I mean you are moving your Cutbank to Calgary and 
putting it here to compete with that oil. That is a 
matter for an expert and not for me. 

Q MR. FRAWLEY: You do not know, I suppose, that 
the price which the Imperial fixed is the one which will 
meet competition at Regina and not Calgary only, but 


Regina? 
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A I do not know how they fix it. 

Q You do not know that at all? 

A No. 

Q And still you venture the opinion that they could pay $1.50? 

A Yes. | 

Q Perhaps, you are only saying, as Major Lipsett points out, 
perhaps you are only speaking of Calgary. ‘ie already 
know, in this evidence, they could af*ord to pay $1.52, 
as the Chairman says. But you are not contending that 
Alberta should be the only.market for Turner Valley crwie? 

A I am satisfied if we had $1.50 a barrel that albertans 
could compete with Montana, Cutbank, any place, if we 
had a free hand to go ahead. I would not worry about it. 
at all. 

Q Perhaps, I have not been understanding what I thought was 
in your mind. The price paid in Turner Valley for crude 
oil is not a price which represents its value at the 
Calgary refinery only, but also at the Regina refinery, 
for the Saskatchewan market. Surely you are aware of that? 

A In competition with Montana? 

Q And with Illinois? 

A Well, I do not know about Illinois. 

Q Just assume that with me for a moment? 

A Yes. 

Q We have to get this oil at least as far as Regina, haven't 
we? 

A Yes. 

@ You talk about going much further? 

A Yes. 

Q2 But let me put my question to you again. Do you think 
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that the Imperial Oil could pay 31.50 for its requirements 
at both Calgary and Regina, rather than go back to Cutbank 
crude? 

A Why mention the Imperial Oil Company? 

Because they are the larger purchaser, 

A They are going to buy it. They work backwards, in my opinion. 
they do not work the way we work. They make their profits 
on the gasoline and work the other way, which is just the 
way I will have to work if I stay in business. They work 
backwards, so the cost of the oil does not matter. It 
is what you can do with it whether it is $1.50 or $1.10. 

Q Do you think as mueh crude would be used in the Regina 
refinery if the Imperial O11 had to pay $1.50 for it in 
Turner Valley as is used to-day? 

A I think so. 

Q You do not think Illinois erude would encroach further into 
the Saskatchewan territory? 

A I do not think it could come that far. It is a long way away. 

Q iron know where it is coming from, do you not? 

A I understand the North Star Oil have quit taking Turner Valley. 

Q But I am talking about the Imperial at the moment as the 
large fellow? 

® Yes. 

4 You know that Sarnia gasoline gocs right up as far as Portage 
La Prairie? 

i I understand that. I did not know that it was going that 
far. I knew it was going as far as Winnipeg, but I did new 
know it was going any further. 

Q Well, that is part of the Winnipeg territory? 

oe Yes. 
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Q You are not fearful that Illinois crude would encroach any 
further if they put it up to $1.50? . 
A No. 
Will you explain that extraordinary statement? 
A We are not running our own business at the present time 
If you will let us run our own business we will meet that 
competition and we will put the gasoline in at $1.50 a 
barrel. If I cannot make $1.50 or (2.09 a barrel I will 
quit. 
0) I think you are seying two things, or I do not understand. 
Now, the Imperial is paying $1.20 in Turner Valley, or 
take $1.30 for 48 vsravity? 
A Yes. 
If they are now paying $1.30 for 48 gravity in Turner Valley 
and Illinois comes as far as Portage la Prairie, will you 
explain to me how you can keep it from getting much further 
than Portage la <rairie if the Imperial have to pay $1.50 
for that which they are now paying $1.30 for? 
A There is a lot of things in the oil business. I am not 
an expert. You can get someone to go into the box and 
talk to you about that. 
Q THE CHAIRMAN: As I understand you, Mr. Fisher, 
you say it might pay for tne major oil company that is 
under discussion to take Illinois, if they increase the 
price to $1.50, that it would suit their book to push 
Tllinois up then to Regina, perhaps? 
Yes. 
But you do not know why they do that or the wherefore of it? 


No. 
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But as I understand you, you are saying "If you allow me 
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freedom of action I can pay $1.50 for crude and cover 
that territory and make money." ? 

Yes. 

\bether the Imperial can or cannot may depend on whether 
they want to or do not? 

Yes. 

But I can? 

i oan, yes. 

Having regard to the value of this particular kind of oil 
in Turner Valley? 

Yes, and a lot of refineries ean do it too. 

That is your statement? 

Yes, that is my statement. I have got to have $1.50. 
Whether right or wrong that is your evidence? 

Yes. 

And you say you cannot see why the Imperial loses? 

No. 

MR. FRAWGRY : Now, then, let us be very, very 
specific? 

There are certain things I cannot be specific about in the 
oil business. 

Tet us see how specific you can be. You have told the 
Chairman you can cover Saskatchewan to a certain point? 
Yes. 

With “oll? 

Yes. 

At 81.507 

Yes. 

Te know all these people down in Saskatchewan. There are 
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a certain number.of oil refineries in Saskatchewan. There 
is one at Regina, the Consumers? Co-Operative. Perhaps, 
that is as good an instance as anybody else? 

A Yes. 

Q@ You say you can interest Mr. Fowler at $1.50 crude at 
Barner Valley and not force him to go to Montana? 

A You are going around the other way. I am telling you I 
eould handle it at $1.50, and make money. I do not know 
how about the other fellows. I know very well I could 


refine it and make money at ite 


Q Gould not the Imperial Oil? 

A Yes. 

Q But we are leaving the Imperial Oil out now? 

A Yes, leave them out. 

Q We have the Imperial selling gasoline at Regina on certain 
erude prices? 

A Yes. 

Q With a certain result or tank waggon, as we call it? 

A Yes, 

Q That is the situation which oxists which this man Fowler, 
operating the Consumers' Co-Operative Refinery at Regina, 
has to meet? 

A Yes. 

Q You go to him to-marrow, who now has to buy Turner Valley 
crude at the pipe line rate, the same as the Royalite has? 

A Yes. 

Q And you can talk him into buying your orude at $1.50 and 


he would be happy and satisfied? 


A I do not know whether he would be happy and satisfied, but 


I could make money at that price. 
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THE CHaTIRMuaN: You could not make money if you 
eould not sell it? 

You could sell it. There is no argument about selling it. 
I tell you there is different kinds of people in the wrld. 
Mr. Fowler will deal with me and he might not want to deal 
with the Imperial Oil. And he could make money. I am 
just taking that for an example. 

MR. FRAWLEY: You say Mr. Fowler has such @ 
regard for you - and I am not facetious about this at all - 
I put it this way, Mr. Fowler is so anxious to deal with an 
independent, and I accept that - F think he is? 

Some of them are. 

Mr. Fowler is as good as any? 

ves. 

And he is so anxious to deal with the independent rather 
than be forced to deal with one of the major companies, 

we will assume that is his state of mind? 

Yes. 

That he is willing to pay you $1.50 for crude as against 
paying the Imperial Oil Company $1.20? 

Yes. 

He will be up here next week and we will be glad to ask 
him how far he would go? 

mes vthat is fine. 

THE CHATRMAN: Does the witness go that far? 

I would not go that far, as far as that goes. I know 

I could go to his refinery and put oil in and charge $1.50 
and make money at it. 

I aida not understand it that the Imperial would still be 


buying crude at $1.20 when he was getting it at $1.50. But 
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if the field price is $1.50 they could all make money in 
Saskatchewan and keep out outsiders, forign competition. 
That is wet I thought you said? | 

Yes, that is what I said. 

MR. FRAWLEY: You do not think Mr. Fowler would 
lose any market to Illinois crude? 

No. 

And he would not lose any of his market to Cutbank crude? 
No. 

and he would still be satisfied to pay your $1.50 for 
Turner Valley crude rather than buy in Cutbank? 

Yes. They are coming through here all the time asking me 
for O11° 8nd) | cannot pet it. I have not got any to deliver 
to them. The same thing goes for the other little refineries 
in Saskatchewan. It is the gravity you are talking about? 
Yes? 

I am saying that because the Montana situation has changed. 
You cannot buy any of that oil. All the surplus’ oil in 
Montana and Wyoming is taken up. 

You are not afraid you would change it all back again if 
you charged $1.50? | 

No, you could not do it because there is a big investment 
in there. 

The Chairman put it to you it was quite a different thing 
to take some of the present market and just share it. 

That is at least now in the hands of these major companies, 
whatever it be? 

Yes. 

That was not going to advantage you a great deal to share 


that market. And that is true. Your answer to him was 
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you felt you could displace some foreign g crude and 

that was your principal object? 

You could displace a lot of foreign crude, yes. 

You know, I suppose----- you are informed as to what Montana 
crude is going into Saskatchewan now? 

No, I know there ig thousands of trucks coming in, I presume 
Pees ceegoing in at 90 cents a barrel. That is not Cutbank. 
Cutbank was $1.10. 

Te know the outlets in Saskatchewan. I am speaking of 

crude now. There is a handful of small refineries? 

Yes. 

And a big one, the B. A. in Moose Jaw, and another big one, 
the Imperial at Regina? 

Yes. 

Those are the outlets in Saskatchewan to-day? 

Yes. 

How many of baeeel to your knowledge, are now using Cutbank , 
that you could displace with your Turner Valley crude at 
81.50. Specifically, how many of them would there be? 

IT think vou could displace the Bishopric one. 

That is 500 barrels taken trom Kevin? 

Yes. 

That is the only one I have heard of that way? 

There is another one south of Moose Jaw that we had up here 
asking us to handle 200 barrels. And Fowler in Regina. 

But I am speaking of displacing. I am speaking about the 
Saskatchewan refinery that is now using Montana orude that 
you went to displace? 

It is all changed, I think, as far as I know. Outside of 


maybe Fowler and one other, they are practically all using 
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Montana crude. 


Q To-day? 

A Yes. 

Q@ The situation has changed---- 

A We have already lost the market, as far as that goes. 

Q 4t the moment Montana crude is coming into the Saskatchewan 
rerineries? 

A By the thousands of barrels, yes. 

Q With the exception of Fowler at Regina, the Imperial at 
Regina, and the 8B. A. at Moose Jaw? 

A Yes. 


And you do not know of any others? 

A Phil Byrne at Brandon, he is using Turner Valley. The rest 
of them are all using Montana oil. 

Q We have certainly to ask about that immediately. That is 
very informative. You know tt to be a fact? 

A Well, as far as----I had this man up to see me on several 
occasions and I have no oil to sell them or storage, that 
was about a year ago and I just let them go. 

Q Are you sure these are not people that have been buying 
their requirements from trs pipe line, but would prefer 
to buy from you? 

A No, they are all using Montana, as far as I am aware, 
and ‘Yyoming. 

MR. COMMISSIONER LIPSET?T: Why is that so, Mr. Fisher? 

A hy it is so. They cannot get a steady supply from us folks. 

Q Presumably they could get a steady supply from the Royalite 
or the Imperial? 

A Yes, but everybody, as I told you, might---they might have 


dealt before, as far as I know, and the relations were not 
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right, but they prefer to deal with independents. There 
is that elass of people down there... 

You do not think it is a question of the priee as between 
Montana and Turner Valley? 

No. 

You think it is a question of where there is only one seller 
and they won't buy from them? 

There is a few things wrong about that When you put the 
Oil in the pipe line, like some of our wells are 46 gravity 
and these boys that come up from Saskatchewan, they want 
that oil, 40 gravity. But you put that into the pipe line 
and it comes out around 43, I think is the average. These 
boys want the higher gravity oil. If we had our Moose Dome 
in with that gravity of 49 we could displace that market 
there and take it just that easy. Very, very easy. There 
is no trouble about it. at the present time if you take 
the pine line run it is a little too low. 

Is it not high as compared with Montana? 

Yes, it is high, but it is a question of supply. And they 
like this other gravity. And I think they would rather 
deal with us folks up here if we could Supply them with a 
proper gravity oil,because going down to Montana, it is 
difficult to get in there and get a steady Supply ata 
fixed price. 

MR. FRAWLEY: They are doing it? 

MR. COMMISSIONER LIPSETT: It ean scarcely be quality. They 
are taking 38 Montana as against 435 Turner Valley? 
Everything is a littlo different. Every outfit is a little 
different, amv thes is why you cannot set the rule for all. 


The Bishopric plant is a skimming plant in which they can 
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burn their light ends and get carbo-hydrates, and they 
want low gravity oil. “Every. case is a little bit different 


and you cannot make a full statement at all. 


Q In that case they would prefer Montana crude to Turner 
Valley? 
A Yes, He could take the pipe line run and he would prefer it. 


Ye appreached the C. P. R. for freight rates and they did a 
lot of work on it. We sent a lot of wires asking the 
C. F. R. to give us a rate from Moose Jaw down to °§ Bishopric. 
I do not believe he has it finished up yet. By the time 
we got it all through he went to Montana and bought his oil. 

Q MR. FRALEY: and for the reasons) your said ine 
will want Sunburst crude because he has a particular kind 
of plant? 

A No. He came up to me to start in the oil business and he 
would have bought from us if we could have supplied him. 

Q MR. PLOMINS: Is it not because of the final 
laid down cost, Mr. Fisher, one against the other? 

A Yes, I believe that is it. 
That has something to do with it? 

4h Yes, I think so. He would deal with us and we could have 
sold it if we had the oil to sell and would have guaranteed 
@ supply. But you cannot walk up to 4 man and say "We will 
sell you 500 barrels a day and we will guarantee you delivery." 
You have to have it on top of the ground to deliver it. 

Q MR. FRAWIEY: You say that is the principal 
objection to the pro-ration Orders of the Board? 

A Yes. 
You want to be allowed to produce oil and you want the 
allowables to be figured out on a yearly basis? 

m. Yes. 


On an all-year basis? 
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A I do mot want to go that far. I can quite see in the 
Winter time you could not reach 25,000 barrels a day. 
That would be foolishness. But they run us as low as 
7,000, was it, Mr. Cottle? What was the lowest? 
MR. COTTLE: 10,000 barrels. 

A They run us at 10,000 barrels and jumped to 25,000. There 
Pe ay laittie bit out of reason in. that. 
MR. FRa'VORY: Onuwiiwell. 

A Weli, it is 25,000 to-day and 10,000 in the Winter time. 
That is foolishness. 

Q And you say with certain modifications it should be put on 
an all-year basis? 

A Yes. 

Q That would permit of you and all the other producers---- 

A mes, all of them. 

Q To produce and put it above ground? 

A Yes. 

Q During the months when the local market only takes 10,000 
barrels? 

a Yes. | 
So that in the Spring you can go down, with a surplus of 
oil, you can go and sell to these Saskatchewan neople? 

A Ye. 

Q You agree, I suppose, that all of the producers would have 
to pretty well agree to that, wouldn't they? 

A Wo. | 

Q Supnose they did not, then would there not be some destruction 
of their reservoir energy if you only wanted it? 

& 


mois only a question----- 


Supposing, Mr. Fisher, if the Board were agreeable to do al! 
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that and they canvassed the producers ané they would not 
approve of it and they said they were not interested, but 
they were satisfied to let the oil go through the Royalite 
pipe line? 

These men are a detriment to the oil business. 

Maybe that would not be their attitude, but suppose Mr. 
Wolfe and Mr. Graham and all these other people were not 
interested in building storage? 

You can see why. The companies that were sold on a royalty 
basis in which tnere is 50, 60 or 75%, anywhere from 50 to 
76% royalties sold are not interested. They are not in the 
Oil business. All they are doing is operating a joint 
venture for selling a little bit of oil. 

I want to explore this for the information of the Board? 
Yes. 

And I want to explain this suggestion of yours as to storage 


in the Winter time and if it is a good idea I want it right 


here? 


Yes. 

And the Board had that difficulty in convincing these other 
gentlemen that I have named or any other producers, and 
they were not interested at all? 

Yes. 

Yould the scheme fall down? 

No. 


What would happen then? 


I will give you some examples. You have the Né@tional Pete. 
They have a lot of farmers that go in and buy oil, 200 or 
300 or 400 barrels a day. 


Yes? 
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They over-pro.uced their gas because there was no oil for 
them in the Spring and the Board shut them down. , 
Yes? 

And I had to give them oil to help them take care of their 
customers. 

Yes? 

So that if we had the oil on top of the ground, a reasonable 
percentage of it, we couli go ahead and try and get a market. 
I have a list here of producers. There will be yourself 
and hip. Wilkinson. You say he would be in line with such 

a scheme? 

Yes, and Mr. Mayland, and Share Royalttes and Globe Royalites. 
Those are ilr. Wilkinson's, of course? 

And I think Anglo-Canadian would be interested. 

Now, can we speak for them? 

No. I have heard them talking and giving evidence. Mr. 
Phil Byrne was up at Edmonton and he gave evidence up 

there and he pointed out why couldn't he produce this 

and get some oil. He intended his oil for Brandon. But 

if he wants it for Brandon he has to take it at the pipe 
line. tf he wanted to fill a tanker in Vancouver he 

could not do it. He would have to come and buy that from 
me. Now, you have to use judgment in these things. 

Maybe every single one would be of your frame of mind? 

Oh, I think they would. 

But if they were not, and if you only had just a few of 

you, let us say a fifth of the production that wanted that 
sort of thing? 


Yes. 


Perhaps, it should go on anyway. But I just put it to you 
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now, would that be an obstacle, as far as the Board was 
concerned, and they simply would not be able to put 

the scheme into effect? 

I would say that a lot of these boys that started out, 
the old oil operators that started in twenty years ago, 
they have pretty well gone. Mr. Herron and Fred Graham 
and a few of the boys are left. But a lot of the boys 
coming in are new at the game. Davies 4. He was not 
in the game before. These chaps have just started in 
and they have to learn. I would not care what they say. 
I know what I am talking about. 

They may be quite wrong? 

Yes. 

In their refusal, but assuming they refuse? 

Yes. 

And notified the Board they wanted no part of any storage 
scheme at all? 

Yes. 

I put it to you, would that be an obstacle sufficiently 
large and important that it would dam the scheme? 


No, the Board would have to reason it out and decide who 


was right, that is all. Just the same as giving a 


judgment in anything else. 


(At this stage the Hearing was adjourned until 2:00 P. M.) 
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Q Mr. Fisher, have you given any more thought to the last 
question I asked you, assuming now that a considerable 
number of producers in the Turner Valley, were not 
interested at all in storage, not considering whether they 
were wise or foolish, but they were not interested in your 
scheme and that only say yourself, Mr. Wilkinson and his 
interests, and Mr. Mayland and his interests, whatever 
that would mean, they would be the only ones interested 
in the scheme; now, would that be an insurmountable 


difficulty in putting the scheme into operation? 


A 86No. 
Why not? 
A Because it is just a matter for the Board to decide whose - 


Opinion is correct. 

Q No, but assuming that the evidence you have given, for the 
purposes of my question, that you were correct, that that 
was @ reasonable thing? 

A Yes, we are talking about the field, not my interest, the 
Province of Alberta's oil interest, they would have to 
make a decision on the evidence available. 

Q And they did know all that business and then you say "I am 
going to go and build some storage", and you build 80 or 
twice 80, and Mr. Mayland would build three times 80, 
whatever you like to think? 

A Yes. 

Q And then these other people would not build anything, 
they went along as they were at present, they were satisfied 
to keep to the business of simply producing oil and 
delivering it to the nearest place, namely, the pipe line, 
and taking the pipe line price; now, would they be, would 


the position »be, if they would suffer, they would have to 
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suffer? 

They would not suffer, under my idea of it, because one 
well only drains 80 acres, and if you work on your gas-oil 
ratios it is up to them to shut their well in or operate it. 
THE CHAIRMAN: You said 80 acres? 

I meant 40 acres. 

MR . FRAWLEY: Then, Mr. Fisher, we are back and 
we must always come back, I presume, to this, what the 
Chairman put to you this morning, the common reservoir theory? 
Yes. 

You come back to that and you say that that might, a strict 
compliance and a strict adherence to that theory, might 
prevent this scheme of yours going into effect? 

Wien, no, iL am not going to go that far, 1,am going to 
say that you should have pro-ration on a reasonable basis, 
that is all, on a business-like basis, on a technical basis. 
But not pro-ration on the entire field? 

Yes, pro-ration on the entire field, absolutely, but if you 
grant my well an allowable, my gas-oil ratio for No. 3, 

is 300 barrels a day, and I should be allowed to run, perhaps, 
as long as, say the market is 20,000 barrels a day, the 

year round, on that 300 barrels, which represents 20,000 
barrels a day as my share, and I should be allowed to 
operate at that, I should be allowed to run my well 4t its 
best gas-oil ratio and build a little storage, but if my, 

if you have a well next to me and you have the same rate 
and you do not want to buy a tank and you do not want to go 
in with anybody else and you leave it in the ground, that 

is your business. 


There is no danger of me taking it? 
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No, there is no danger, It might over a long period 

affect the rock pressure but nothing to hurt. 

That is the dividing place, is it not? 

Yes. 

That is where the engineers differ? 

No, they will not differ, if you take it this way, run a 
well wide open, that would affect it possibly, but not that 
way when you are operating reasonably. 

Mr. Fisher, it would be futile for me to engage in any 
engineering examination with you, you are different because 
you have had a big experience, although you are not an 
engincer, but may I put it to you this way, is that not 
where the engineers up to now, each with their honest 
Semon, but they differ, if there is any difference of 
Opinion at all? 

As to whether or not this is a common reservoir? 

As to whether or not this is a common reservoir? 

Yes, they will put up arguments both ways. 

And the Conservation Board, we know this, do we not, that 
the Conservation Board is operating on the common reservoir 
principle? 

Yes. 

And I suppose, I do not know whether I should ask you, 

but you will go as far as to say they are honest in operating 
Oy ehat principle? 

Oh, yes, I will say that from their own viewpoint. 

And from the advice that they have obtained? 

Yes, from the advice they have obtained. 

Let me put this to you, Mr. Fisher, do I understand all you 


Say is this, the field produces on an average 20,000 barrels 
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a day? 

Yes. 

I think that is a little high, 18,000 barrels a day? 

Yes. 

All the year over? 

Yes. 

Is it practical for the Board to make an Order on the first 
of January and say "Produce the 18,000 barrels to-day and 
every day mati next December", assuming always that is 
good engineering practice, would you permit them to do it, 
would that be a feasible thing to do? 

Well, now, we would have to get down to figures, but I would 
say to shut a well to ten in the Winter, or to keep it in, 
he is going too far. 

But if they must take the 17, or last year's 17? 

Yes. 

mror 18, you think it might be difficult to take thet 
18,000 barrels and say produce this? > 

That is what they should do. 

You say that might not be a practical thing, they might 
have toxuvary every day? 

They might have, but depending on your gas-oil ratio and 
the amount of oil the field will produce, you have to take 
all that into consideration; otherwise there is no 
conservation. 

Always assuming it is not going to hurt the field to do it? 
Yes. 

But to get at this levelling out the humps and hollows, 

as you put it in Edmonton to that Committee, there, you say 


there should be gome attempt made to see that that could 


be done? 
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A Yes. 


Q fhat the Board could give a diff2rent produe tion day by 
day on the all-year average? 


A Yes. 


Q Then if they had to, they could still stick to their sharéneg 


position? 
A Yes. 
a} You would have the sharing position for all the days of the year? 
A Yes. 
Q You would be up a little bit from the present position in 
the Winter time? 
A Yes 


Q And you would be down a little bit, maybe quite a little 


bit in the Summer time? 


Q And you woulda be content with that, that is the submission 
you are making? 

A That is the submission, and followigg it out, Mr. Mayland 
has not a barrel of oil in his tanks to-day and it will 
hurt the wells to run them----- 

Q I want to get for the purposes of the Commission all of 
your ideas, last Winter, last December, the field was 


producing 10,000 barrels a day? 


A Yes. 

Q And you had a sharing position at that time of what? 

A At the one well, take one well, 107 barrels. 

Q 107 barrels, and your scheme is if we were back in one 
day last December you would go to the Board and say "You 
are giving me 107 barrels"? 

A Yes, 


"Give me 207"? 
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Yes. 

I want to build wu) some storage now because I want some 
storage back of me when I go to Saskatchewan to sell my oil 
in the Spring and I am quite satisfied in May when my 
allowable would be 200, quite satisfied that you put me 
down to about, oh, well----- 

Correct my position. 

To whatever it is? 

Yes. 

So you want to be added on to the Winter and deducted from 
in the Spring, in the periods of heavy demands? 

Yes. 

I wanted to understand you, you say that would bo----- 

Not treat me individually that way, treat the whole field 
that way, treat everybody the same. 

Yes, treat everybody the same? 

Yes. 

ind then you say that would solve this question of, that 
would aan tick to the proper withdrawal, would it? 
Yes, still stick to the proper withdrawal. 

and you would be able to have some storage built up? 

Yes. 

Then, of course, we come back to the fact, that where other 
people are not interested in going around the country 
Selling oil? 

Tes. 

Are not interested in selling oil, making a business of it 
I mean? 

Yes. 


Which requires storage? 


ve oom, oo 1 itive Me 


7 t ‘9 ate om’ a vy 


in ‘ wna fre i 
‘ \ (oe hee 4 PrN eis 10 aN i 
vet iia , . 4 DUN ‘ ' ral . 
: j 
if Oe AW ah TAR lie ,. : vs it } } ie. 
Aint j ei h H mn ayy <, bes yf" 
j Es: ik iy Y i . - a a 
a 
r i Le Aaa Oo 
4 re Poe 7. Waae al’ 
if j PK ie aa i : 
; ae Nt yh Me 2 ; 
A i 
’ . 
‘ 7 
ayy yee on 
ss eae? 
Bay 
2 L 
Sioa ib 
aN 
R 
¥ f a ao Le 2 
aye 5 ON ae fue ae eet 
. ” 7 : 
{ 
> " f Kt 
| oe Met we 
i i yi Fae Ni i 
5 Sa S 


a ee oP i ‘ ‘aie “ eas a ; r 
Sie Ch BS Lei) FL ri? + oe wey ‘ype 


wer ot 


Ratgwoo nF Laos nit >a is 


oe 


7. C. Fisher. -7906- 


A Yes. | 

Q You are in the business of producing oil and jobbing it; 
frankly, that is what it is? 

A Yes. 

And there are some companies down there only interested in 

producing oil and selling it in the eastest possible way, 

turning it into the pipe lines? 

en Yes, they are just in a speculation on only one oil well, 

a few fellows get together and form one company for one 

well and they are in there, on a royalty basis, those are 
vf the only ones that I think would object, you would not have 

anybody in the oil business, wholesaling crude oil, object. 

Q I am sorry, I do not know enough about these individual 
companies, I am thinking of the Sunset? 

A Yes, I will think of the Sunset too then. 

They are a speculation, you say? 

A They have one or two good oil wells and they are making money 
and they are not interested in going out and building up 
their business from the larger standpoint, they would 
rather sit around and take the prices they can get, than 
go out and look for a market. 

Q Don't you think Sunset should get enoggh money to go out 


and develop? 


A How many royalties are against Sunsot 1, can you tell me, 
Mr. Cottle? 
MR. COTTIE: I would not say offhand. 

A I would have to get the average set-up, if you are coming 


down to royalties, my experiences are if you go over 15% 


On any oil well you are all through, when you go over 15%, 


you are pretty well through. 
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Q You had better elaborate that, what is the connection between 
the presence of royalties and the lack of desire to go out 
Bao Sell: oil? 

A The more royalties there are against an oil well the less 
revenue the company MAKES , your over-head, and all remain 
the same and, therefore, you cannot make any money, and I 
think from experience all over America when you go over 
15% you just cannot make very much money. 

Q What has that to do with these two attitudes, one of 
following the lines of least resistance and the other going 
out and running eround to sell oil? 

A The answer is quite simple, if you would go along the way 
you are you will go out of business because I cannot make 
erough money out of the wells to keep drilling wells, and 
there is only the one ending to it, you go out of business. 

Q Why should these Sunset people not be actuated by the same 
motives as you? 

A It all depends on their management. 

Q It depends on their management, it doesn’t depend on 
whether there are too many royalties? 

ts Pa yes, it does. 

That is what I do not understand. 

A They do not get any royalties at all, when the well produces 
100 barrels and there are 60% royalties, they practically 
turn it over to the people who own the royalties, the 
company does not make any money. 

The royalty holders dor 
A Yes, the royalty holders do, and then when the wells go down 


and the expense increases. they just pass out of the picture. 


Q And the royalty holders do not care? 
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If you are going into the oil business for a year you had 


better stay out; you have to figure it over the long-time 


basis, I think that is correct. 

Now, that, I think, is all. Then you said this morning 
that you thought there is right now a great deal of oil 
going into the Saskatchewan refincries? 

Yes, there is.one thing----- 

From Montana? 

Your production in that paper is 14,000 barrels a day in 
Montana, they have refining capacity for over 12,000 barrels 
eeoayv; | the Cutbank field is an old field, I do not think 
you should pay much attention to the Cutbank field, it is 
an old field and they have an established outlet for théir 
Oil and [I do not think----- 

What is your, would you mind, what is your point about this, 
you are pointing to the production in Montana and Wyoming? 
Yes. 

For the week ending April 29th appearing in the "Montana 
Oil Journal™ of the 6th of May, 1939? 

Yes. 

What is the point you are making about those figures? 
There always seems to be an awful lot of worry about the 
Montana ruining us altogether, and that if you raised the 
price to $1.50 or any price you like, that Montana would 
come in here; well, there are some things against that, 
first of all, Cutbank is producing 8,280 barrels a day, 
but it is practically all tied up to existing refineries 


and it is getting to be an old field, and I don't think 


you need to worry about it at all; the Red Coulee field, 


where I operate, I closed five wells and finished up, 
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they all turned to water, and Kevin-Sunburst is the same, 
so I would not worry so much about Montana, except to cut 
off, you will have to meet some competition from Vyoming 
on the price of oil, but you don't need to worry much about 
that. 

If it is not Montana? 

You have to base your oil on California or Group 3, where 
it is $1.66 in California, I do not know what it is in 
Group 4; the people who are coming in here to sell oil 

are coming a long, long way and they have not as good oil 
as you have. 

THE CHAIRMsN : Where is Group 3? 

That is all the Central parts of Texas, the Mid-Oontinent. 
MR. FRAWLEY: What you are now saying is that 
Mid-Continent is not a threat? 

No, Montana is not a threat, but Mid-Continent, I would 
think if you cre basing your competition, you would base 
your competition on Mid-Continent, you would not even base 


it on Illinois because Illinois is a flush production ficld, 


it may last one month or it may last a year but it is not 


permanent. 


Now, I do not know to what extent we should get into that, 
Mr. McGrath has told us that the Imperial is now running 
14,000 barrels a day in their Sarnia refinery, in fact 
they were running about 4,000 barrels a day; now, that 
indicates, perhaps, to some extent,------- 

That is disturbing the whole situation Involl; “in vexas 
and all thoge places, and they are bringing pressure to 
bear on them to. force conservation in Illinois, they do 
not want to lose their market. 

Anyway, Mr. Fisher, you say Montana is not a factor? 


Do not hase your competition on Montana. 
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Q And even $1.50 crude is not going to change their ideas 
down there, where they are going tn rush into Alberta? 
and Saskatchewan markets? 

A Correct. 

You say base your competition on Mid-Continent, and when 


you start doing some figuring on Mid-Continent you can 


never get it here on anything under $1.50? 


os I am quite satisfied you cannot. 

Q Not even into Regina? 

A Not into Regina. 

Q Now, Mr. Fisher, these other things in connection with 
the labour regulation difficulties, that is all purely 
Provincial regulations? 

A Yes. 

Q Hours of work and minimum wage laws and that sort of thing? 

A Yes, 

Q And your complaint about the royalty on the natural gas, 


that is something which is administered by the Department 
of Lands & Mines, that collects the Crown royalties? 

A Yes, I think we should have Mr. Hamilton explain that, 

to show what they are doing. 
MR. FRAWLEY:. All right. 

Q MR. NOLAN: Mr. Fisher, may I ask you one 
or two questions, last weék, Mr. Fisher, Mr. Plotkins was 
before the Gommission, and he stated in his evidence that 

he was surprised there were so few of the independent 
producers here, or that the Producers" association was 

not represented, and he left the impression with the 
Commission that one of the reasons that they were not here 


was because they were afraid they would suffer if they 
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came; by that he meant suffer at the hands of the Royalite 
or the Imperial Oil, and he mentioned you by mamc, Mr. Fisher? 
Yes. | 


As being one of those persons who did not want to come 


before this Commission because you were afraid of what might 


happen to you at the hands of the Royalite or the Imperial 


Oil, is there any truth in that suggestion? 


No, I am not afraid of the Royalite, I have dealt with them 
meance 1965, since 1927, and our Motetione are very good. 

| and I take it that applies to the Imperial Oil too? 
Pea. fie Imperial Oil too. 


Mr. Fisher, just let me get it quite clear, beeause I em -—--— 

THE CHAIRIAN: Mir . Plotkins' suggestion is, 

Mr. Nolan, if you want to explore it, is that these very 

friendly relations might be disturbed. 

MR. NCLAN: Well, have you any fear that 

there has been any relationship which exists, which might 

be spoiled by your coming here to-day? 

No, I do not think so. 

Mr. Plotkins went on to say that you had made a deal with 

the Imperial Oil and he even told us how much money you 

got out of that deal, but he stated 
"Now, naturally under them conditions he is not going 
"to come up here and expose himself to any retaliation 
"in any future dealings that he may have with the 
"Royalite", 

I am reading from page 7563 of the record. 

Well, my experience is that they are too big men to try 

and take anything out on you on a deal, they are always far, 


Let me get this $1.50, you say crude should be worth $1.50, 


that is what you say? 
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I want to put it the other way, that is what I say, I 
have to have that to make money at it and I Say it out 
be that price or better. 

And you say if you buy it at that price you could widen 
your market and sell it? 

Yes, subject to these restrictions, of pro=ration, “if 
have to sell the oil and turn it over to the Imperial Oil 
Company I cannot make a market. 

How dO you propose to dispose of that oil, you are a 

By eaacer? 

Yes. 

You have your own well? 

Yes. 

You say you should have $1.50 for that crude with no 
restrictions? 

Theat is putting it another way too. 

Is that what you mean? 

Well, you have got, the first thing, as I say, is if you 
Bits if you could turn this Conservation Board and put it 
into a sort of business basis, that this oil oan be sold, 
I cannot see oil at $1.30, that oil is too valuable for 
that money. 

You say the oil is worth more than $1.30? 

Yes, it is worth more than that. 

You say it can be sold at more than GL. 507 

Yes. 

Tell me in a word how you would go about selling that, 

do you intend that that oil should go through the pipe line? 


No. 


No. You intend that it should go through your lines in 


the Valley? 
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By truck. 

By truck? 

By truck, or through our own pipe line to High River and 


take it that way. 

You would either run---- 

In connection with the C. P. R. 

You would either run your pipe line to High River? 

Yes. 

Make the neccessary arrangements with the C. P. R. ana lay 
it down at Mr. Fowler's, if you like, in Regina? 

We would connect up with a numher of refineries scattered 
through the West and sell our oil. 

Otherwise, if you couldn't make arrangements with a railroad 
you would truck it? 

mruck) it; well, of course, there are a lot of things 
against trucking, such as bad roads. 

Who would do the trucking, would you do it, or would the 
refinery? 

We would do it. 

You would supply the trucks? 


Yes. 


Do you know what the cost would be of trucking from your 


leases in the Valley to say Mir. Fowler in Regina? 


No, but we worked it all out before, but you are going 
into a lot of things that I am not, I will come to those 
when the time comes, but that is hardly the way to put it 
now, I can take and establish a refinery and I ean make 
&2 00 a barrel off it, if I run it right; our figures are 
$2.00 a barrel, and if you want to put it out, tama 


business man and I do not want to go into it, I have an 


_) iat 
Bt Pe : ez 
J } 
4 i 1 
Yd 
i 
a 
{ Ul 
0) 
} ; 
Uae 
5 4 ae 
} } f j Wy 
4 + 
, tt 
Vs my iF t 
a) j ern 
bs ii iy . Vane 


y 


: a 
i eh eit Ce 
2 ST 


oily 


i ee 


ey dire, Gate hie ee 

gry 

ee 4 

rand ie ne 
i 

Ag ays : ‘7 

eb AO fee @ f 


ot 


meu. Fisher. =TI91AK 


engineer who figures these all out for me. 


Q But, Mr. Fisher, doesn't it depend on what you ean do with 
eis oll? 
A I will tell you what has been done in the past, you have 


the different refineries in town here that made money and 
got along fine; now, I have been connected with it off and 
on and know how they carry it out ami I say the present 
prices of oil are crazy. 

Q@ 4s the price of oi1 goes up the price of refined products 
Peesrup too? 

A Yes, it will not go down, the price of gasoline in alberta 
is cheaper than most places. 

Q They tell us if crude goes up the price of refined products 
goes up? 

A Surely. 

Because there is more paid for the base prodnet and itis 
natural that that should happen? 

A Yes; I do not know the spread exactly between the two but 
I do not know whether that spread is correct or not, the 
spread between the price of crude and the price of gasoline. 
You will know that. 

Q But when you speak of selling this crude, you are not 
approaching it from the point of view of the refinery, are 
you? 

A Yes, if you want to put, if you want to ask and see how much 

money you can make out of a barrel of oil and put it through 

the refinery, I can make more than $1.50 a barrel. 

You mean at Calgary? 


Yes. 
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Regina? 
I have not had any experience, but I believe it ean be done. 
You cannot demonstrate to us here by figures whether it can 
or not? 
No, that is beyond me. ; 
I see what you mean. Now, you have also said, Mr. Fisher, 
that so far as you know, the surplus from Montana is being 
taken and used now? | 
No, the main body of the oil, there is some surplus coming 
Poeiere, guite a bit coming in. 
The way you put it was that all the surplus oil in Montana 
was taken up? 
Yes, I was down there a little while ago and I understood 
that you cannot go down and contract anycheap oil at any 
place in Montana or Wyoming now, it has all been picked up. 
Is it not a fact that these wells are only producing 
to a percentage of their capacity? 
No, any wells that we have been operating over the last five 
years are running to all they can produce. 
And the other wells? 
None that I know of, and I am interested in six or cight 
wells down there. 
I see, so there is no threat from Montana, and Montana will 
mOt come in? . 
No, they will not come in here, they were in this market 


before and it was up and down and all different prices and 
topsy-turvy, and they have now 4 steady market for their oil 


and they are not going to bother up here unless this price 


goes to pieces. 
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I understand you to say they were in these Western Provinces? 


They have been. 

They are now? 

The Texas Company is bringing their refined products in 
Prometheir refinery there. 

But are not the independent refineries in Saskatchewan 
getting their crude from Montana now? 

Montana, well, from Montana and ‘lyoming, yes, I think so. 
Pon tiyou say that, or did I misunderstand you? 

Yes, but that is only a small percentage of the amount of 
oil you produce here. 

I know, but you say that there is no danger from a threat 
from Montana crude in this Western Canadian market? 

To affect your price, if you raise the price. 

But the Montana crude is now coming into these Western 
markets? 

In small quantities. ‘that is coming in here in large 
Quentities is the refined gasoline. 

Why does the crude come in at all? 

The Montana crude? 

Yes? 

Well, it comes in because the boys cannot get it from our 
companies and they do not want it through the pipe line. 
They want it from the well? 

Yes, they want it, they want to buy it from the independents, 
you understand that. 

That is because of the gravity? 

Because of the gravity, no, and beec&use of the business 


relations. «A big company operates differently from what 
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we do, as I explained before. 

Yes, I understand? 

and for the last, ever since there was a West, they have 
been dealing with the major companies, and you know what 
happens and how the deals go? 

Well, there is no personal touch? 

No, there is no personal touch, and if they run short of 
oil they are the first ones that are cut oO f, and if they 
are cut off away goes their business. 

Do I understand you aright, that the Saskatchewan refineries 
want to get the oil from your well, for instance, because 
it is 48 degree gravity? 

Yes, it, is a better gravity, and they can make better terms, 
and when they are in the market we keep them going. 

Gan they buy, having regard to the roads and weather 
conditions, can they buy from yout? 

Recs if IT have the oil I.can supply it by railway or by 
trucks, you would have to send, depending where it went. 
Then it would go through the pipe line? 

No. 

You would truck it to the railways? 

Certainly. 

Page tuen put it on the. train? 

Yes. 

And lay it down whereever you liked, I suppose you do no t 
know about the freight ratcs from High River tO Revwing. or 
do you? 

Well, that is so much higher, and you cannot touch it at all. 
T think it is 7 cents, if I am not mistaken, I was told a 


few days ago but I don't just remember. 


ht kan aed 


3 eae At * 
e, Ae a) 
milion J 


W. Gis Fi sher. -7918- 


Q You say the railway freight rates are too high? 
The railways will only give the rates from one place to 
another where there is large quantities of oil to carry 
and if you step 50 feet out of that area, then your oil 


is going to be penalized very heavily. 


=> 
B. 


What would you do with that oil, would you load it into 

trucks for these Saskatchewan people? 

A It would depend where it was going, if this side of Maple 
Creek I would take it all by truck and anything going south 
Sones iia I would send it all: by rail, you would “have tQ 
joad it in Calgary and get the rate through to Regina, that 
is what, we have been fighting about for the last few 
years, the freight rates, and we have never got it 
straightened out. 

What about Saskatoon? 

A Meme vould°have to go by rail, but you cannot “load it im 
High River because the spread is too much, you would have 
Por truck it up to Calgary and load it here, 

Q And that is because of the freight rates from High River 
to Calgary? 

A Yes. 

And then :rou want to ship your own individual oil? 

And you want to ship your own individual oil, if you want 
to do that you have to truck it because if you put 
Miewirough the pipe line----- 

Q Then you only get pipe line run? 

A You only get pipe line run and you only get a low gravity. 
and did you contemplate putting a pipe line to High River 

at one stage? 


A Yes. and I still have got it in the bach of my head. 
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But then---- 

Pare. have to have some oil to sell. 

But I don't see how that overcomes your (Olt riculty ao a 
you run into this freight rate as between High River and 
Calgary right away? 

Mracueis the first thing. I think that aoplication, Mr. 


Mayland is making that application and it will come up 


this Fall. 
MR. FRAWLEY: In June. 
MR. NOLAN: Oh, before the Board of Railway 


Commissioners? 

mes, and if we do not get that we will not put it in. 
you cannot get this freight rate you will not put in 
the pipe line? 

No, and if we can get the surplus oil we will put in our 
Own pipe line and we will put in our own storage. 

By getting surplus oil you mean, by being permitted to 
store the oil? 

Yes, Peete. we are drilling a lot of wells, I have five 
wells and Harris has two wells, that is seven wells, and 
Mayland has three wells, and there is the Hast Crest has 
a well, and we will have ten or twelve wells of our own, 
and we will organize all that thing to try and build up 
the business, Phil Byrne has wells and we will build a 
line. 

“hat sort of line? 

That is only the notion I am talking about. 

The plan is only in the air and it depends on how these 
wells do, very largely? 


Yes, it depends a lot on that. 


ae 


y= 


al 


ae ee 


woo. Pisher. ~7920- 


What I mean, the anglo-Canadian have oil? 


tasy are shippine their oil to Brandon, they are shiPping 


their own oil to Brandon and they are a pretty substantial 
group, running their own business in that way. 

ang they have a large share of the production of the field? 
Yes. I ‘oubt if they have enough to carry them out, I do 
not know, they may have but I do not know, as long as they 
Beep On drilling they are all right. 

There is another thing that interests me, Mr. Fisher, 
Supposing you had the permission of the Board, to provide 
storage, and I understood you to say that what should be 
done is to give these different operators, producers, the 
Tight to build certain storage, and let them store the oil 
Bhoere on the lease, if you like? 

16s. 

That is where you vould put it? 

You would store your oil on the lease when you can and in 
the Winter time you would store it with these refineries 
in Saskatchewan; you see, each of those will have anywhere 
from 5 to 10 thousand barrels storage and it would run 
from 5 to 10 here on the lease, and in that way it equals 
PEO OF Oil. 

Assuming we had a lot of producers, all of whom had, their 
storage on their leases out here in the Valley? 

ee 

That is what should be done, you say? 

Yes. 

Supposing that producer is 4 Little short of money and 
starts to sell that oil at a bargain price, 4 sacrifice 
price? 


Yes. 
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Q What happens to the price of your oil then? 

You are up against that line of competition inanything 
you take up, it doesn't matter what it is, wheat or anything 
else, that is a business problem. He will go broke quick 
and that is the end of it. 

Q What I am looking at is from the point of view of the 
refiner, he wants to buy oil, he knows there is'a lot of oil 
in storage? 

A Yes. 

Q Well, will that not bring the price down? 

No, it might if you allowed the surplus to get too much. 
there, thousands and thousands of barrels of oil, it 
would have that effect but if you had the same thousands 
and thousands of barrels of oil you might find another 
market but those boys would be more likely to club in 
together, because we have had enough experience in cutting 
prices to know it should not be done, we have seen it 
done in the States, oil going there at 25 cents a barrel, 


and nobody can pick up 4 book and say what the result is. 


(Page 7922 follows.) 
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Q But is there anything now to prevent a refiner 


from nominating for a sufficient quantity of oil to 
store foe future requirements? 

A That is vhat they have done but they have not been given 
it by the Board. 


Q ‘ell, you mean they did not get the emonht of their noming tion? 
A Yes, they did not get it when they wanted. 

Q: Nominations go in monthly don't they? 

A Yes. 

Q Do you mean to say that the allowable is not the equivalent 


of the nominations for a given month? 

A Ht is getting a little difficult theve. I would ask the 
Judge to ask Nr. Cottle to give you the figures on what 
they have done, and you will find that the British 
American Oil Company aud iayland, and I do not know about 
the Royalite, but I think they have gone under what you 
and I would call their buffer oil. it is away down. 

Q "e have heard that here. It has been given in evidence 
a day or two sgo “whet they wore scraping their ‘tank 
bottoms? 

4 Yes. There is some thing wrong. I do not know whet it is, 
but there is something wrong. 

Q “hat I am trying to get at is, is that becausz: the allowable 
of the British American was. not high enough or is it 
because the wells could not produce the allowable given 
to them? 

A “ell both. I de not think the wells wil) Trouuwac the 
alloweble given, and they will not allow us to put the 
Oil in when they want it. Now it is too late. Mayland 
@nd the other companies are too far down. 


Q Now take your own wellsfor example. You heve got five? 
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A Five. 

S what is the allow>ble for those five wells do you know 
offhand? 

A Noe 

Gi It varies with each well? 

A Just deal with one. You cannot run them all. averything 
is different. 

Q Are any of these wells of your own producing what the 
Board permits it to produce? 

iy Oh yes, they are all producing the exact amount the Board 
permits them to do. 

Q They are producing their allowable? 

& Yes. 

Q It is not the fault of the order of the Board. The 
@llowable is all right so far as your wells are coneerned? 

& Yes, but then the allowable was not in the winter time. 
Pave no Oil. on hand that I could sell. 

Q I understend that because your allowable wes so far down? 

A Yes. “Je have no oil.and the field has no oil and the 
companies have no oil. And oil is coming in from other 
places and your market is going down. In other words, 
it is cutting off your mrket. And when you lose a 
market you do not get it back for tro or three years. 
It takes a long time to get back what you have lost, 
if you lose it by bad msnagement like we have done. 

Your suggestion is there should be a change in the 
operation of this Board? 

4 Absolutely, and positively. There has got to be a change. 
They will realize it too-aft:r a while, but they do 
not realize it now. 

Q Mr. Plotkins told us the other day that in the Texas 
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field there was a minimum given to the smller wells 
under a pro-ration scheme in force ada there. Do you 
know anything about how that is done? 

& No. 

Q His explanation was that a well, a small well would be 
given so many barrels per day? 

A YeS.e 

Q It would not be its share of the common reservoir but it 
would be allowed that much. There would be a minimum 
allowable? 

A I suggested that to the Board when I was in Hdmonton that 
every well should be allowed to produce 100 or 200 barrels 
@ day and because I could vroduce a well with 800 barrels 
a day that I should not have that right at all, because 
the man alongside me has a well that will produce 150 
barrels of 100 barrels a day, and I cut him down in the 
percentage. You should fix the minimum for ewary: 7 
well at arouné 20 barrels a day and then fix your prices 
em the basis of that and you let everyboay Live and we 
could get along a little happier. | 

But would that solve the storage problem: 

A No, it would not do that. But that is the suggestion 
I have been arguing for for a long time and I think it 
is quite reasonable. 

Q “het are your objections to that suggestion: 


THR CHLIRMAN: Do you mind going over the 


suggestion again? 


A Here they have a lot of wells. Say we have 100 oil 


wells and some of them, 8 or 9 of them will produce 1000 


barrels a day. 10 will do 850 barrels @ day. Another 


10% will do 100 barrels a day, and another 10% 150 
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barrels @ day. I think it is unfeir because one 

man he ppens to get a little tight lime down there that 
he should not .et his share, and that he should be 
allowed to produce 200 barrels and then spread the pro- 
ration over the bigger wélls,and let everyone live. | 
The present rate is not very fair. 

WR. NOLAN: And if the suggestion was 
made what objection would you offer to it? “hat is 
wrong with the sugzestion? 

Nothing. The only objection is I am lucky and I have 
1000 barrel well and you have bad luck. 

“hat does the Board say? 

I do not know what the Board says. That has never come 
before the Board. 

The t came before the Agricultural Committee? 

Yes, it came before the Committee. 

Nothing was put in thea Act to cover that, but the Board 
has the power to do it under the Act‘ 

No, they would not do it. That would be a different 
thing. That would have to be put in there by Order or 


regulation. 


That would not be in accordance with the common reservoir 
idea? 

No. It would not be common ownership of property. No. 
There might be some objection to it but I do not think 
there would be any serious objection by most people. I 
think that is the only feir way to do it. You want to 


develop the field, and you must give a man a break on 


it. 
Mr.Fisher, I am informed by counsel for the Comxissi on 
“¢ ’ 


that is what the Board is doing now% 


T-3 
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A Wo, they are not doing it. “here are they doing that? 


It has never been done es far as I een see. 

0 he. -COMMISSICNSR LIPS ITT: Your idea of these w200 
barrels, Mr.Fisher, would be that every well wowd have 
enough to pay its expenses, I Suppose, and keep alive? 

4 Yes. For instance our iodel 1 used to do around 170 to 
190 barrels a day for years. Wow it would do 115 but 
they cut me down to 90 barrels. They should have left 
it (to run around 115 barrels. It is getting too o14¢ 


and it should not be interfered vith. 


iG There was one other thing I wanted to ask you. You have 
stated the field is besed on the theory of the common 
reservoir, and you mentioned, I think, that one well will 
only drain about 40 sores? 

A Yes. 

& Is your opinion, and is that what you are suggesting to 


us, that even accepting the common reservoir theory 
that one well will only tréin 40 acres? 

A Yes, you will teke the length of your field 20 miles 
and a mile and a half wide and it will take 150 wells 
to drill out that field and cost you 475,000,000.00. 

& There will be no question about one well cannot drein 
the whole reservoir anyhow’ 

A No, nobody will ever argue that. 

G It must be a question of whet approximate acreage a 


well wilk dréins 


A Yes. No person really knows that. 40 acres is a let 


of ground. I do not think it would drain more than 40 


acresSe 


8 I was going to lead up to asking you if you had any 


engineering advice at all on that .subject, -orp.itiyou 
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william F. Fisher. 


had any reports that would be of eny help? 


A NO e 


£D 


&8 to whether the 40 acres was ths maximum or the 
average maximum that a well would 4rain? 

A No. It has been argued backwards and forwards before the 
Government Agricultural Gommittee for years, for the 
last 10 years, and there is no person I know of that 

can say what it actually drains. I think 40 acres would 


be the maximum. 


g Pro hey GAY s Mr. Fisher, I do not ‘quite 
understand when you say that the refiners haven't enough 
Oil now, with that 25,000 allowable that is in force at 
the moment? 

A I do not think we are producing it, are wer 

% Mr. Mayland was here the other day..... 

A I talked to Mr. Ma yla nd at noon and he has not got a 
barrel of oil on hand. 

Q He still wants oil’ 

A Memsert! wants oil, » yea. 

Q And the Royslite cannot give it to him? 

4 I do not know about the Royalite. But they won't pay that 
6 eents. And he is vaitinge Harris 2 is on the lime so 
we will have some oil for him in a little while. 

a I know you want to be fair, and you know the Conservation 
Board is not represented here? 

A No. . 

A You are not blaming the Board because Mr. heyland, for good 
reason, does not choose to pay the Royalite that 6 cents? 

A No, I am not blaming the Board. Iam saying the policy 
of pro-ration is «rong. 

q But I made a note that the refiners were not getting enough 
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William G. Fisher, 


oil, and I thought it was the Conservation Board's 
fault. Phat is the note that I made. You are not 
charging that to the Gonservation Board, just because. 
Mr. Mayland does not want to pay the Royalite the 6 
cents? 

A I do not think the B.A.,have got it. I think they are 
Short 30,000 or 40,000 barrels. 

ni “hy are they short? 

A Because they have made their nomination and they are 
not getting their oil at the time they want it. It is 
too late. 

q They were not very smsrt when they made their nomination? 

A If they had started in January and hed got 20,000 barrels 
a day they might have had it. 

< It has been increased and increased and for no other 
reason but to allow the people to get the oil. Now if 
there has been a gigantic blunder made..... 


A That is a had thing. 


Nov’ one thing ata time. Do you sey at the moment notwith- 


2> 


standing the increased allowable to 45,000 barrels, that 
today the B.4A.,is still short of oil’ 


A The B.&., and Mayland are short. 


q That is not the Board's fault with respect to ir. Mayland. 
But do you say the BeA.,is short of oil? 
4 Yes. I say they have to dig up on their storage to take 


care of the market. 


The Board does not care whether it is going into storage 


cee) 


or not. They will take their nominations won't they? 
Do you think the British Americen is suffering from lack 


of oil due to the Conservation Board's order? 


A I know they are treating quite a lot of oil from their 
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storage which they should not be. 


Q Which they should not be doing? 

4 Yes. 

& You do not know of sny demand that the B.A.,has made 
upon the Board looking for more oil? 

y,) Yes. I know that the demand has not been filled out. 


It will be filled by the end of the period I believe. 
That is tha safe way to say it. 

Q You said something had been lost by had management. Tf 
think it was the crude market. That the crude market 
has been lost by the bad management of the Board? 

A Yell there is not anybody selling oil in Alberta at all. 
There is not anybody selling oil. individually. The 
major companies are taking all the oil. All the market: 
for the ndependents has gone. «well I would not like to 
say that. I will withdraw that, bad management, it is 
bad policy, that will be the better way to put it. I 
will change that. 

g We have the market all right, but it is too much in the 
hands of the wajor oil companies? 

4 No, you have not got the market. You have lost that part 
of the market. 

Q What is it we have lost? 

A You have lost a large number of the small refineries in 


Saskatchewan. And you have these oil companies that 


have lost a lot of their farmer trede. 


Q To whom? 

4 To the farmers around Alberte here. 

e You say we have lost the Saskatchewan refineries’ 
4 Yes. 


Q %e covered that this morning, anc it is principally my 
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‘illiam C. Fisher. wee 
job to find out by personally communicating with these 
refineries to find out just where they are buying and 
why? 
Yes. 
“@ will get that in a few days. Now what is the other 
marke t* 
In the old days the farmers came right to our wells and 
we could sell oil. I never did. Iwas generally desling 
with the major companies myself. But I know lots of other 
ones that came, take the National. I have been supplying 
them with some oil so they could take care of their market. 
Now what farmers are these7 
Farmers in Alberta that came with trucks. 
And they came for what kind of petroleum product? 
Crude oil. 
what did they want the crude oil for: 
I supoosed they used it in their Diesel tractors or 
wihetever they had. 
Novi what are they doing, these farmers: You say they 
are not coming any more? 
Noe I think they would swing over and the other companies 
would get the business, and the operators in the field 
have lost it. 
Turner Valley still has it in some shape or form’ 
No, I would not like to say that. 4 lot of them go down 
and try to buy it in Montana. 
You know whereof you speak? 
LoS 
You say there are farme:s now in ventral Alberta snot 
on the Southern fringe’ 
Yes. 
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Q In Southern Alberta going to Montana and buying their 
crude and bringing it home? 


A Yes. 


a 


Do you know many instances of that personelly? 

fs Sil you have to do is to go and make a check-up. I 
was down there and there are just rows after rows 
coming through. 

Q I am suggesting to you they are going into, and it is a 

well-known fact, what we call the Southern fringe, the 

Coutts great 


A No, they ere coming straight through. 


£D 


That may be up as far as Lethbridge, but the Coutts 
refining area: 3 
A They are going straight through farther than that. 

g How fer as they going? 

A Is not Munro up at xed Deer bringing it from Montena?y 
Q Hyde, you mean? 

A Yes, Hyde. 


G He is buying crude from Montana? 
A Yes. 

® For the refinery at Red Deer: 

ve Yes. 


) Tecaa not know that. . You, say je ,is% 


A Iam told that. I cannot swear to that though. I an 


not interested in what he buys. 


a That is a market that certainly should be a Turner 


Valley market? 


4 Yes. 


G You say Mr. Hyde is bringing in erude oil from Monténa? 


Yes. I believe that statement is correct, but I would 


b> 


not swear to ite It ean be easily founca out. 
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WR. COM#ISSIONER LIPSETT: Mr. Fisher, will you explain 
hov that can be on your theory that Turner Valley oil 

at 1-50 could compete with iontana, if he can get now 
Turner Valley crude at 31.20 plus 9% cents pipe line 
charge and a loading charge of 24 cents? 

It comes down to the other point, thet when you dump it 
in the pipe line and you mix it, they get low gravity oil 
and these men are operating skimming plants and 43 gravity 
when you are running it through a skimming plent it is 
getting pretty low. 

Could he buy Montana cruce with 43 grevity at all? 

No. 

Pris OCT 

No,he could not, but operating with that sort of oil it 
will run all right. I know the skimming plant. He oan 
buy it there and he has only a small plant ana he will go 
down and buy distress oil and take that away and he will 
go down to Turner Velley and maybe pick up something 
there. These are only small plants running maybe 100 to 
150 barrels a day. There are all kinds of schemes worked 
out. He will go down to Turner Valley and get some of 
that and he could mix it up. 


I take it if ne is able to do it at all it must be distress 


oil? 

Pell I think, yes, it must be a lot of it distress oil. 
They buy it that way. ‘hen you have not got 4 substential 
oil company, with a substantial lot of oil, énd they live 
from hand to mouth, that is what I am trying to sey, If 
we had enough oil where we Gould deliver to these men 


the amount of oil over the year each time we could get 


more business. 
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Q THE CHAIRMAN: You say you think they 


could contract that business because they would know 
what they were getting from a particular well? 

4 wesc. Lt would be sold from the well..s (Ll had’ ai menvain 
the office the other day and with 46 gravity I could 
sell it to him right slong, 300 barrels a day of oil. 
But IT sent him to Mr. Mayland or some of them to see if 
memcouldy sot the oll.’ Didovnotaknowvirane Soplitce., L 
was not interested. I did not have any oil. It outs out 
the initiative to go and build up that business. I do 
not think the major companies could get that basiness 
but we could get that business. 


PILOT INS: You were instrumental in 


RY 
Lest) 
2 


drilling Harris No. 1, Mr. Fisher’ 


A Yes. 

q It is Located on a 40 acre piece? 
A Yes. 

Q A lease? 


A ves sir. 


I understand that you were esked by the Board, the 


S 


Gonservation Boaré, to locate your well on a particular 


spot? Can you tell us what the circumstances are behind 


that particular location’ 


THs CH4IRMAL: Fine? 00 61) 33 oe 


£) 


Standing right? 
4 Yes. 


Me. Plotkins seys he understands the Board asked you to 


&> 


locate at a particular spot. Is that understanding 


correct? 
A Wes. 


S Now then, next? 
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Haitiam C. Fisher. 


a) Mas PLOTALNS: ixplein to the Board, 
because there is a principle there involved that 
the Board should be familiar with, tell us what the 
Gircumstances were in connection with locating that 
particular well, and why? 


THe OTL IRMAN: That is Harris No. 247 


nop) 


4 Harris No. 1. It is situated on a 40 aere piece of 
land. On the 40 acres North of it is the Royal Canadian 
Mumber 2 located in the corner, I think 320 feet. 

Below it is the D. & D., located in the corner, both in 
the North “est corner of those 40+s. when ve got that 
40 and tried to locate a well, I wanted to move in the 

40 at the same distance they were and the Board would 
fewest low us to do that. ‘tell now, LI do not vant to 
mis-state anything in this wey. The Boara fixed their 
allowable on the acreage and on the location, ana I 
think Mr.Cottle will correct me if I make e mis-statement 
on that. At the time I asked ir. Cottle to figure out 
the difference and I believe it was 20%, if we did not 


locate in the corner of the 40. 


FD) 


THe GHA IRMAYM: The allowable is based on 
two things? 

4 No, besed on four things. 

Q Yhat are they according to your understanding? 

A I took a geologist with me to do the figuring for me. 


They will give it to you, Judge. It is based on bottom 


hole pressure, on acreage, and there is two others. 


A ee COT La: Gas-oil retio. 


} 


aM And sharing position. 


( 


ee OK LS: 


iE 


A Phere is four things in it. Hov straight *.est of that 


well is National Number <¢. 
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a THs CHAIRMAN: Thet acreage, bottom hole 


pressure and sharing position, and what is the fourth? 
he OCOTTLE: It is based on acreage, 
gas-oil ratio, bottom hole pressure, and rate of flow 
through a restricted orifice. And those things give 
you the sharing position. 

A Am 1 stating it correct when I say if we did not locate 
in the middle of the 40 and we locatec differently, 
the difference ig about 201 The pro-ration will be 
cut about 20%7 

C evo not recell that. 

A You gan figure it out and tell the Court and I will 
eaccopt What figure you think is correct. Nov if you 
dO not locate right in the middle you get a out in the 
pro-retion. 


Pee LO EIT MS: So that although you may 


Sys @ 


BD) 


have a lease? 


h Yese 

a Fo drill anywhere you like? 

A Yes. 

q The Board says"if you do not drill where we want you to 


it will affect your allovable?" 
A Yes, thet is stating it fairly. In the argument before 
the Board I took Mr. RusseIlJohnston, and I got his 


location, wiich vas here. 


Q “Who is Mr. Russell Johnston‘’ 

4 He is a geologist in the city. 

C The Company's geologist? 

A The Board can give you the exect figures. This is North 


and these are the 40 acres. Ours is 9 in the middle. - 


The Royal Cenadian, a very good well, is drilled on the 
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corner and this well here drilled in the corner. I 
wanted to drill in this corner because there is a fault 
on the #ast side which we knew of, because the National 
2 straight opposite here drilled into it. Now we just 
either had to accept that or drill over here. Royalite 
68 over here is a crack well, one of the biggest in the 
field. We got over here and drilled a well and we got 
into some tight Lime and we..did not get a very big oil 
well. Now the Board assumes too much responsibility 
On locating wells on the 40 acres. 
THS CHAIRMAN: I do not understand. Was 
it explained to you on what theory they would cut down 
your allowable if you drilled where you liked? 

A Peomirroviding we drilled in the corner. . If wemdtayao. 
Zev in the corner. 

Q mUpposing you did drill in the corner as you proposed Vo, 
and it was your own property? 

A Tas). 

On what theory did it affect your allowable? 


£) 


A Because of the regulations. They have regulations put 
through as to where you are to locate. Instead of 
locating where your geologist says, you have to locate 
where the Board says. Hither that or take your .icking 


on your pro-zation. Of course, I cannot say I blame the 


Board because we had a poor well. If we had drilled 


where we wanted to and lost, it would be a different 


proposition. All the same I have the feeling in my 


mind. “e have a well there that might be 490 or 500 


barrels, but just right across the road is a cracking 


good well. And this other one is a good one. we would 


have been more in line between the two. ve are too far 
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aast on that structure. You can see that all right. 
The gas-cap is one way to all wells located there, and 
next to that they should be on the sest side. But 
when you get on to the ‘est side of that structure you 
ere in the line of water. Your well should be Loos ted 
On the g#dast side of your 40. The whole thing, I think, 
is wrong. It cost us a lot of money. 


i. PLOTEINS: Mr.Fisher, then is not the 


2? 


position this, that beceuse of some theory of the Board 
where they want to apply uniform rules? 

A Yese 

b To the field still on the idea of the common reservoir 
and everything being just made the way they want it to 
be made underground instead of as the Lord made it, they 
wanted you to locate in the centre of the 40 acres, dis- 
regarding any structural conditions that you or your 
geologist, your company geologist, were fully aware 
of? 

A Yes. They did not agree with the geologist. They said 
there would not be any trouble that we woulda be clear 
of the fault. e were clear of the fault, but the lime 
Game up a couple of hundred feet and “% bound up sight 
and we got stucke 

q Although in this case you might have got a bigger well 
than you would have in the other, you were not allowed 
to use your own judgment? 

A Yes. I think it is bad. I think the other wells were 


right there and we should have got in. line. They were 


located ahead of time. 


¢ TH? CHAIRMAN: were you not told wy your 


allowable would be affected, if you do not go where the 
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Board wants you to go, do you pay a penalty? 

Noe 

There must be some reacon? 

it is the regulation. That is the regulation set UP 

by the Government. 

But you do not know why the regulation? 

No. It is from an engineering standpoint. They figure 
that is how they base their pvro-ration. 

PR. FRA’ LY: It was explained to you? 
Yes. 

It is not just regulation 84 says that, and therefore it 
mus t be right? 

No. 

It was explained to you and discussed’ 

“e had to make a decision where we would locéte, and 
whether we would want to teke the penalty of 20% or 

loca te where the Board wanted, and get the full pro- 
ration. 

But the Chairmen has put it to you "what wes the reasoning 
of the Board to penalize you, if you like to say that, 
On your allowable? ‘what was the connection? 

we could not drill where we wanted to driil. 

Did they not justify themselves for saying that it would 
affect your allowable? Didn't they give you reasons? 

Yes, they have regulations. 

“hat are the regulations, tell the Chairman: 

‘ell the regulations, you have four things on what it is 
based and that is given.--++ce-s 

Me. ELOTKINS: uhat you ere really meaning 
is tae Board said to you"Unless you locate in the centre 


of that 40, we must penalize you in your sharing position, 


) op 40h 
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because in that location you want to go in you might be 
drawing On Somebody else's oil"? 

b Correct. 

q Thet is the theory? 


b Yes. 


PY 


And that woulc be a logical theory? 
4 I do not know what theory they use. I expect they work 
on that theory. 


THs CHS IRMA : You are dealing with two 


ce) 


adjacent properties which were not in the centre of theirs? 
4 Yes, but they vere drilled in before we started. I wanted 
to get in line with them and gst away from the gas-cap 
ena tne fault, and get on the sest side. But you could not 
do it without taking a penalty. 
f Poe COMSSlLOha kr LirssaTt?: “ere those wells put in before 
the Conse:vation Board was orgsnized’ 
4 Yes, before the Conservation Board made the order. 
@ Peer tk thos Can you tell us whether or 
not the Board was prepared to give you 6 drilling licence 
if you choose tc disregara their order and went into 
the corner insteed of in the centre of the 40% 
A fe could have drilled, I psesme, where we wanted: to drill, 


provided we took the penalty, whatever that amounted to 


on the figures. 


ri) 


You Go not know whether they would have granted you a 
licences or not? 
4 le dug a cellar there and were reacy to start, but we did 


not get a permit. I had had a surveyor two or three times 


down there, and then I had a geologist advise us on it 
and they wanted -e to stick where I was. But I calleé 


Mir. Harris in, who owned the lease, and he said "It won't 
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do to take a cut in pro-ration. ‘se had batter go 
where they vente" But there is a river runs through 
there and they said they had to put us a little off 
centre. 

e They could not put you in the middle of the river? 

vy No. 

& This morning we were discussing storege. Do you. recall 


that Mr. “Jilkinson of the National Petroleum had 
accumulated a considereble amount of storage in the. 
Valley, about 8 year ago? 


h & year ago, yes. 


#Y 


De you recall the amount of storage he had? 
A About 20,000 barrels. 
¢. 


‘hat happened to ité 


A He sold it. 

© He sold it? ‘ho did he sell it to% 

A I am not sure. I believe it was the Imperial Oil 
Company. 

% I suggest to you he did sell it to the Imperial Oil% 

A Yes, I understand so. 

% You have some knowled.c of that? 

A Yes, I was with him on the train when he did it. 


(Go to Page 7941. ). 
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We C. Fisher 
Q so that the Imperial felt that 20,000 barrels was 
a menace to their price structure in Turner Valley 
and they negotiated with the Jilkinson interests to 
weenie. 20,000 barrels of accumulated Storage. in 
MR. NOLAN: Of course, wre Chaiman-+--- 
Q Wh. PLOTEINS: IT am asking you whether that 
is a fact. | 
Mite NOLAN: Hirst of all, it was not a 
question anc secondly there were two distinct parts to it 
and I think lir. Fisher should be asked in the ordinary 
way if they considered it a menace and if they considered 
it a menace if they proceeded to remove it, you cannot 


put such a question to the witness and expect him to 


answer. 
THE CHATRMAN: One gusstion ab ay time. 
2 Pe EP LOLKING: Hxcuse me, did they consider 


that storage a menace? 
A I do not know what they considered but 20,000 barrels 


edo nol thaink would. be much to the omperiat ork. 


Did they consider it a menace to the price structure, 


2 


A Cee oo not Think ‘So. 


8) vou would not think 380% 
A No. 
Q You are familiar with the details of the negotiations 


at the time? 


ri No, t was with Mr. “’ilkinson on the train when he told 
them about the oil and that he was going to sell it 


and they bought it, it was only a amall deal for them. 


ra 


ef Do you recall at the t'me that Mr. “ilkinson was’ pressed 
and he was offering that oil for less money than the 
posted field price? 


A T do not know anything about that. 
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w. C. Fisher 
a) Now, let us go into this matter of following up your suggestion 
that ifthe allowabl2 -were spread more uniform over the years 
and the independents would have a market, or you got a market 
for the crude oil and were allowed to get storage, what would 
be the position of the other producsrs who are now under 
contract with the Royalite so far as MES is concerned? . 
A They could store it the same, or they could store, arrange with Neat 


the Royalite to store it, there would be lots of ways around 
for them. 

Q Is not the position this, Mr. Fisher, that under their contract if 
the Board could permit you, the conservation Board parmitted the 
field to produce at a certain rate te level up the peaks and the 
vValieys, would not then the contract of the Royalite or of the 
Imperial with these different producers continues on the same basis, 
whers they would tak>s the sec allowable and the Royalite or the 
Imperial would worry about what to do with the oil afterward 

A I would think the major comranies woul? take the proration Be 
able, and if there was any alloved for storage at present they 
would have to nut it in their own storare. 

2 No, no. 

a Or unless the Imperial took it? 

2 “ould not the position be that the Royalits would take every day 
the crude from the wells? 


A I think they would. 


2g And look after it themselves. 

A I think they would. 

-) So that the Royalite as sellers of crude oil would be in the same 
position as your company would be, they would have to provide 
the storage and look out for markets. 

A ¥or their own customers. 

a Yor their own customers? 

A 


Oh, yes. 
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Q@ So that the producers as such would not be penalized ? 
meeeo, thers would be notocy penalized. | 
Q The contract holders who would not choose to go out and sell 


their own oil or work on a ~erular permanent basis, those who 
are satisfied for reasons of their own, they would be put in 
a position to put up storage, or woulé they? 

A eo; I do not think so. 

2 Because under their present contract the Royalite or the Imperial 


' would continue to take the allowable? 


oe Yes. 

MR SPRATLY : | Is there not a proration clause? 
Q MR. PLOTKINS: The Imperial might prorate? 
A ° Yes, 


2Q Now, the Imperial says they will take all the crude that is 
legally produced, now what they mean by legally produced is what 


the Board would fix as the allowable as I understand it? 

ie Yes; 

2 And being the allowable for the year would not be greater than 
the total yearly market the Imperial would suffer if they didn't 
takes that crude? 

A Yes, I think you are right, if y7u were only producinrs 20,000 
and the market is 20,000 they will take their share. 

Q And store it or look after it? 

— Yss. 

TH! CHAIRMAN: I think hereafter while we are on 
this tyne of evidence we propose to take a short recess and sit 
@ little longer at the end of the day and perhaps you will not 
object to have a few minutes off. 

“TTNSSS 3. No. 


(An adjournment of five minutes was here taken) 
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Pir right, Mr. Fisher, 
I was a little wrong, it ‘is part of each acreage, that the 
acreage is assiensd, so much te this allowable, and it would 


figure out I do not know whether it would be 25% or not, it is 


a question of acreage on that, so that when I looated there, 


I am low, but they would give me 40 acres even if I owned it, 


‘ eventually in the end I wuld get a Lower proration. 


go” 


oD 


MR. *RAVLZY: Because of the application of the acreage factor 
in the formula? 


Yes, because of the application of the acreage factor in the 
formula. | 

are TLOTYINS : So that if the Board decided to level out 
production, Mr. Fisher, ther2 would be no problem of storing 
Mieotar aS the individual is concerned. 

fe, Sit. 

Now, Mr. Fisher, you said something about the royalti3s system 
of financing makine a difference, I world like to exnlore that 
because I think it is very important, do you mzan that a man 
or a firm that is financing his well on a royalty basis, where 
the company itself is only interested to a very small psrcent- 
of the total, that company is not very much concerned with the 


question of marketing and the price of the oil, etc.? 


No, they are not, they are really, what I call, a speculation 


on one well, 

es eo that...... 

They have a very small interest in it. 

Is that not the method that a number of independents have 


Chosen to finance their operations? lhl ee 
Vos. vn 


And is it not almost invariably companies that are under con- 


tract to Imperial 911? 


‘Yell, T cannot answer that question, I do not know. 
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fo, Fisher 
a) Let us review the situation, who are they that are not under 
contract with the Imperial Oil or the British American? 
A I do not know how many, except the National and Model, 


@z course. 


Q So that all the others are either contracted to the British 


Amsrican? 

A And Mayland wells, I do not think they are. 

Q Ur vO the Royalite and Imperial 0i1? 

A ees, 

3) Now, what woule be the position of an indenendent well? 

THE SHATRMAN:.. The Anglo-CSanadian? 

A Ms fnelo-Canadian, Spooner Oils, I do not think the Spoonsr 
Oils are. 

2 St, suney are contracted, but they are not im the same positicn, 

A Pend, 1 do not. know, of course.. 

Q Well now, let us review one well, we will take a particular well 
that is financed in that method and let us see what happens to it, 
now if the royalties in your opinion exeeed 15% you say the 
company is not in a very profitable, is not operating on a very 
profitable company basis? 

A Yes, 

2 So that those wells that have sold 50% or 60% or either, in the 
form of royalties, or have given them as a bonus to another 
company for drilling the well or for the finishing of the drilling 
of the well, finds themselves in that position? 

A They would have to control an awful lot of wells before they would 
have a very good interest in a well, they woul? averags up maybe 
25% or 303 in each well and they would have to drill quite a few 
of them to hav2 100% in one well. 

e) A particular well with 60% or more in the hands of the Imperial 


or the Royalites would mean that the owners are not particularly 


interested in the management or in the price of the oil. 
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Fisher 


Yell, they would not be as interested as they would if they 
owned 85% of it, I would say. 


Why would they not be interested? 


mney would be interested in it but it-is a°much more difficult 
gob to build up the company onto a substantial basis on that 
kine of financing although I am not soing to condemn that kind 

of financing, that is on drillins oil wells but personally I 

Momo rather Jo it the other way. 

Pus wheat is the. result of that kind of financing, after the second 
Voor, 1. want to ask you, whether you agree with this, it has been 
given in evidence here before this Commission that the first two 
Peres produced roughly speakins 66% of the oil, do you agree with 
that ccntention*? 

Moen! think that is fair. 

Perinat it that is true and a well were financed on royalties 

and the royalties amounted to 50% or 60%, su that the first two 
years the greater part, the ecrsatest part or probably the whole 
of ths revenue would go towards paying for the cost of the well, 
I am still visualizing an Impsrial contract under them situations, 
it would mean that all the oil to start with is going to the 
Imperial to rzimburss them for their advances to drill OP fae dy 
the well? 

Pewee lL would not like wo take up the Imperial because I do not 
know what their contracts are. 

Take a particular well whether it is-the Imperial thav, dritte ane 
well or somebody else? 


Yes, I figure it takes pretty close to two years to pay back a we 1. 


On the present line-up. 
So that after that the wellts production goes down quite consider- 
\ 


ably? 2 


Yes, 


“ly 
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eo 


But the operatinre expense still stays up? 

pa stays about the same. 

So that the cost per barrel of producing oil after the second 

year is considerably higher than during the first two years? 

Yes, becausethere is less oil, 

SO that the holders of royalties in these wells would not receive 
any money, I mean very little if any, after the second year on the 


average well. 


| Yell I would not be able to answer that. 


Take a particular well there after the second year it goes down 
nasurally and they would only get a seid per centage? 

There ars a large numbsr of small wells in the Valley? 

And the average is small? 

I dontt know what the average is for each well in the field since 
all these other big ones came in. 

Bao Ghers ars more small w211s in tr: Valisy than there are large 
ones? 

Yes, 

So that on the average the situation where * well was financed on 
Mee DaSisS of royalties and it takes two years to re-imburse the 
cost of drilling the well because of the basis of financing, after 
the second year the royalty holders would find themselves in the 
position whsre it would take all of the oil to pay the running 
expenses, 

Seat! put it the other way, there woulc not be any case of the 
well if you sold the royalties if the well was paid for, then the 
royalty holders would get their mon®y back. 

Pedant mean that. 


Let us get it clear, if you sold the royalties so that the well 


was financed through the royalties from the start. 


From the start? 
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Yes, right from the start. 

Would that be true? 

Yes. 

Let us examine that, we have Royalite 30, take that as an 
example. 

esi. 

The Sommnany contracts to drill the well, I mean the company 

that owns the acreage contracts with the Royalite or the Imperial 
to drill a well for 185,000.00? 

Pos. 

And this money must be repaid and rightly too? 

res. 

To the piperial Oil for the money, I mean for the expenditures 
ereurred in drilling that well? 

es.< 

Putas a condition of drilling this well, they must not only 
receive the “185,000.00 but they must also receive, they must 
receive that, then they are entitled to 60% of the gross prod- 
uction? 

tes. 

em cheat me ns that not only the original cost or agre 7d price, 
because the Impsrial's price is lik»ly less, but the agreed price 
which was to be paid, namely “185,000.00, must first be repaid, 
and then by the time that is repaid before the royalty holders 
get any money out of that well, the Imperial or whoever 15 opera— 
ting that well today, must first get paid the operating expenses, 
the Gor mnment royalties, the taxes, and then 60% of what is left 
for themselves, so that it would mean that if the first few years 
are necessary to pay out all of that money by the time the sur- 
plus is available, the well has gone down in volume, and at that 
time it may be, and most likely is on the average in Turner Valley, 


that the well wo 1a not pay anything to the royalty holders 
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of the fact that production has declined to the point 


ea 


Wwe 
Wy 


where Prieakes it all to take care of overhead and paxec? 
en, that is one way of financing. That company would have 
really 40% left at the time I figured on it, when you form your 
"company and sell out of that one well say 60% royalty for 

ag 000.00 or (4,000.00; that pays for the well,and then the | oP 
‘people will he re-imbursed right from the start, that is anather — 


line of financing. 


(Page 7950 follows.) 
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® You mean where you do not go to any other company. 

mee Yoo. You sell the royalties to finance your well and then 
the royalty holder gets the money from the start. But that 
Power citferent proposition. 

. T>. your Pec uiodes is there many wells financed that way 
where a company, through royalty holders, undertake tc 
drtil and do complete.drilling a well? 

A I think the Sunburst and most of those sold royalties. Turner 
Valley Royalties and Globe Royalties and thoSe companies did it 
that way. 

%2 Let us take Sunburst. There is one I am familiar with, ‘We will 
review that. That is probably typical, the Sunburst was first 
financed by royalties as you know? 

feet CO not know the details. All I iearned is what I heard on the 
street. J never checked it up. 

® They could not sell any further royalties, or the management chose 

not to sell any further royalties and they went to another company 

to go and finish the well for them. That company is in the position 
the Imperial Oil would be in if it was dealing with the Imperial 

Oil, Let us see what happens then. The Trans Canada Company 

which happens to be the comnany that put up the money, what did 

they demand? 

meconnol tell you. 

You do not know? 


No. 


oe oe 


They demanded a bonus. Is that not usual to demand a bonus 


under circumstances in Turner Valley? 


i 


Yes. 


“hy is it customary? 


Mell because of the risk involved? You are not putting any 
money in unless you get something back. 


® There is a risk? 
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A Yes. 


What was the basis for the bonus? Wasn't there a customary 
bonus established by custom? 

A No. The usual deal is if they want $25,000.00 you get the money 
back out of the nil and you get a 1% net royalty for each 
*500C.00 you put up. That is one way. 

Q So that the effect of it is you pay a bonus to anyone that 
is prepared to finance the completion of the well? 


A Yes, 


Oo 


In the case of the Sunburst that is what happened is it not? 

A Well I do not know all the @etails. I would not like to swear 
fo that . 
THE CHAIRMAN: I suppose this is leading 
Somewhere Mr. Plotkins, these different things you have been 
pronouncing. 
foe FLOrKING: Yes, “ould you agree with 
this Mir. Fisher, that on an average wells that are financed in 
that manner, when they finally run up to where they cannot 
operate their well at a profit, after the flush production has 
gone down ---- 

A fell that depends on the smaller wells that would be right. 
On the larger wells it would not be. They will all face that 
problem a couple or three years from ncw when the wells get 
down. 

9 “hat would be the logical result of that situation? I mean 
what would happen to those wells when they get to that point? 

A You will have to call a meeting of your royalty holders to- 
gether and they will have to take it over themselves. It 
would all came down to a question of those who have the largest 


interest in the well takine it over and onrerating it. 
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That is when the well is not tied up? 

“ell if it is tied up whoever owns it will operate it and 
pay the money out, 

Vhat happens to a well in that situation that is under 
contract to the Imperial 9ik? 

I do not know what is going to hapnen to those. I would 
tiks to see the contract and then I could tell you. 

You know the usual contract? 

Yell I have seen a few of them yes. 

“hen the position occurs where a well is no longer able to 
pay expenses would it not be logical for the company to accept 
any reasonable offer for that a a from the Imperial Oil 
ecvany other purchaser? 

76S-it is generally sold and wound up. 


Po chat after a couple of years on an average for the small 


wells at least the probabilities are that these wells will 


pass into the hands of the larger producers in Turner Valley? 
I presume so yes. 

You told us something this morning about wanting to displace 
American crude. Do you know that there is a considerable 
amount of finished products coming in from Montana into 
Alberta, and Southern Saskatchewan’? 

Yes. 

And was it not in your mind you would have a chance to dis- 
place that as well as the imported crude? 

res. oir. 


How would you go spout displacing these finished products 
ean A 


that are coming in’ 


First get your own supply of oil, and next start in a campaign 


for buying Alberta products; 


Start a campaign to buy Alberta products? 


ay 
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b First you have to have so.ething to sell. JA person 
that wants to displace any oil must have something to 
take the place of what you are displacing. So if you 
want *o displace that gasoline coming in you have to 


have gasoline to take its place. snd then you have to 


do it. 

Q ER. FRALEY: 3s there a shortage of 
Alberta made gasoline? 

A No, but he asked me about the gasoline coming in from 


Montana. If he wanted to displace that gasoline. 


A To displace it with Turner Valley gasoline? 


A There would be no incentive for me to do it. I have none 
to sell. 

< But Mr. Nolan's people have? 

A Well that is his business and not mine. 

@ MR PLOTKINS: Does it mean because the 


Imperial or some other company does not want to meet 
that competition that that precludes you from meeting 
the competition in that territory? 


4 No, it does not preclude me if I have something to sell. 


b> 


You could put yourself in a position where you could 
supply the refineries, the existing refineries or any 
that could be promoted’ 

A Yes, and I think it should be done. 

Q And displace that crude and finished products coming in 
from the United States? 


A Correct. 
And would you do it on your particular basis, would you 


me) 


disregard the Imperial prices or anybody else's prices? 


A No, I would not disregard prices. But I would start a 


campaign like they did in Montana to drive it out. 
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what I mean by j;rices, would you disregerd for the time 
being how much you got for erude to-day for instance, 

@nd would you look ahead and make it possible for the 
refiner in these particular arees to compete and displace 
that product? 

In my opinion it could be driven out without any cutting 

in prices. 

Not necessarily cutting in prices, but would you put that 
refiner ina position to meet that competition? 

That is correct. 

Is there not more than one way of doing that without 

cutting prices? 

Oh yes. 

Let us hear how you would do itt 

I would go down to Montane and hire the gentleman that 

put ‘on that drive and put the California o11 out of 
Montana, and bring him up hsre to start a campaign. But 
then you say that is only small. That gasoline is a 

small percentage of the market. But I have got to have 
something to do it with before I start in with it. I 

want to have something to replace it with. 

“hat I am asking you is this, you have told us this morning 
you have a particular problem. That particular problem 

is to produce oil and build up 4 market for not only your 
present production but for any possible future production?’ 
Yes. 

And that you are willing to meet any problem of any indepen- 
dent refiner to accomplish thet end? 
Yes sir. 

“@ will take a particular instance. A man in kKegina with 


a refinery, he comes to you and he seys "I have the means 
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of refining and marketing but I have not sufficient 
finances. I do not feel secure enough to go out and 
fight for that business because I am at the mercy of 
somebody else. If I go out and fight they might not 
continue to supply me with crude. I want to know if you 
are prepared to help me by supplying me crude for a 

period of time, and help me to get that market," what 
would be your position? 

A Well, the position is, if you have the oil to supply 

him, you would make a contract with him. He would put 
up security for the amount of oil you supply him and 


you would supply him the oil. 


G You would finance him and help him meet his problem? 

A Yes. 

@ That does not necesserily mean price cutting? 

A No. The usual way is he turns over the plant as security 
and you supply the oil, or he gets tne bank to back him. 

& And you make it possible for him to feel secure enough 
for a source of supply of crude that he can venture out 
into that market and attempt to displace the impar ted 
products? 

A Yes. 

g So that with co-operation you can displace, that is in 
co-operation with other independent refineries, you can 
displace the refined products coming in from the States, 
and even crude coming in from the Stetes% 

A Yes. 


gO 


And would not, under those circu stunees, the individuel 
or independent refiner even be willing to pay you a 


premium if you made it possible for him to open up the 


market? 
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A They have in the past, yes. 


On what premise did they pey you a premium? 


a) 


4 Because apparently they are able to afford it andmake 


money. I give them the security of a steady supply. 


& so that the independent refiner is willling to pay 
you a premium if you guarantee him a steady supply 
and make him understand that you are backing him to 
the extent of wanting to share the disahilities or the 
problems of his marketing operations? 

A Yes sir. It has been done in the past. 

& And you in turn could then benefit to the extent of 
the prenium? 

A Yes sir. 

Gq Why does he pay you 4 premium? 

A For the additional security. 

C Is it not because he can then base his operations over 
@ longer term? 

A Yes, 

a And might see where he can make an extra profit? 

A Yes sir. 

Q In other words he feels more secure and he cén go out 
and make commitments? 

A Yes. 

G Ané at the present time you could afford, if you were 
allowed to produce and accumulate production, to guarantee 
or contrect with that refinery and you can foresee a 
condition where you might get premiums? 

A Yes. 

q You have received premiums in the past?’ 

4 Yes sir. 

& Tell us how much premium and vhat were the circumstances? 
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A Phe first oil I sold was 15 cents premium with a three 
year contract, and the last oil I sold was ona three 
year contract and 30 cents. Is that right D.P.? Was 
it 50 cents? Yes, 30 cents a barrel, and a three year 


contract. Now that is a six year contrect. 


h So that the premium wes related to the long term contract? 

A Long term contract, yes. 

GR Do you know if this refinery made mcney on tlt basis? 

4 Yes, they made money. I am led to believe that they did. 

& So that the posted field price in itself is not a eriterion 
of value to the independent refiner? 

A No. “ell it is some but not all. 

a So that there are other considerations besides just the 
Supply of crude? 

A Yes. 

Q Amongst these others and an importent one is security 


over a longer term of time than just dey to day*% 


A Yes. It is a pretty important one. 


Now, Mr.Fisher, when you say cruds should be worth ,1.50 


ae 


do you mean because of existing conditions in Tumer 


Valley? 

4 ee 

& That is existing conditions in Turner Valley imposed by 
the Conservation Board? 

A I do not know how to answer that. I think I covered the 
whole thing as far as I could say about the 41.50 before. 

Q I will put it in another wey. You say you feel crude 
should be sold for “1.50 because of conditions of pro- 


ration where <t times your cost of production is excessive 


@s against other times’ 


A Las. 
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Q Snd if the field were pro-rated on a different basis 
where there would be more uniform production and there- 
fore consequentiy a lower average cost of production, 
you would not demand or expect 41.50? 

S You could get along, if you could sell sore of your OL 1, 
when you get wells that will prodice 800 barrels and you 
cut them down to 100 barrels, your cost inereases and you 
heven't the money to drill. You have to have 41.50 
or better if you are going to keep the field going, I 
think. 

a In other words,because of the conditions that have been 
ereated in Turner Valley your cost of production is such 
that at the present time you feel you should get 41.50 
if you are going to get any money? 

va) Yes, if you sre going to get any money and keep developing 
this field. 

q TH! CHAIRMAL: As I understand the witness 
that is with a view to accumulating money for further 
eritiine, is that right? 

A “ell, to keep on. You have to make money. You ca not 
make money at the present price and meet that competition. 
We cannot do ite. 

q You say with $1.50 you can keep on. That is to sey you 
get your oper: ting costs; you provide a fund, for, drili ing 


so as to keep up your quantity? 


A bass 

( And when these wells go down others are coming in’ 

A Yes, others are coming in. 

a And that als provides you with dividends for your Share- 
holders? 


, Yes. ‘ell that will depend on how much you use for developig. 
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You have to come and decide that question, so much goes 
to the shereholders and so much to development. 

G Have you any idea as a business man that your cost, of 
operation is? 

A I filed all the costs. In that statement Mr. Ireland 


filed our costs. I can work out our costs. 


com) 


nat Tam trying to get at is, we havehad: av lotror 
statements filed - yours among them I fancy? 


A Yes. 


py 


In which all sorts of amortization and depletion | 

is taken into account. I would like to knov the bare 
operating cost, if anybody cen tell me, of running an 
Oil well of a given size in Turner Valley. Take one 
of your wells, c@pable of producing 800 barrels. You 
are producing so much. ‘het do you have to take out 
of Pee iapiees to produce what you do produce? 

A ¥ou mean just the bare well or do you want the of- 
fice expenses and everything else, and building costs? 


Overhead? 


££ 


I have got them all. They are on file I think. 


t 


I did not think they were severed from depletion and 


LD) 


so on? 


A Where it is difficult for that is your well is operating 
and price fluctuations have been so great, from (3.60 
a barrel to 31.20, and it is awful difficult. I can | 
tell you exactly what these wells cost to drill, and 
exactly what they cost to operete, and exactly what 
they cost for office overhead cnd everything else, 


leases and all>. 


I did not think your statement was that simple. If 


££) 


Pass sit iis all right. 
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A it, isi divided off in different categories. Production; 
royalties paid; expenses paid and everything. diet A'S 
divided off into about a dozen different categories. 

Now I can give you all you want. I cen put an accountént 
to do thet and give you those figures right if you think 
we should. 

CG Meet LOTAINGs Following up the Cheirman's 
remarks, do you consider royalties - I am not referring 
to Government royalties, because they are an expense, 
no doubt about that? 

4 Yes. 

eC Do you cohsider any other royalties you pay asa legiti- 
mate expense to be put against the production of the well, 
not so far as your company is concerned but as far as 
determinins the coct of producing a barrel of oil? 

4 Your landovner's roy:ity is- Most of these leases 
are purchased from other people. There is also an 
over-riding royalty besides the Government royalty. 

A Apart from the Government royalty is this landowner's 


This landovner is the Government in our case. 


MRe FRAaWLAY: Sometimes. 
C MR. \PLOTEINS: Mostly? 
A The Government generally have sold these leases to 


speculators and the speculator sells them to you. 


& He leases them, not sells them’ 

A He re-leases them to you. 

& Ownership of minerals in most cases is in the Crown? 
A Yes. 

S They can impose conditions and they will not accept 


shares in your companies for the value of the lease? 


They want so much in oil or its equivelent? 
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B Yes sir. 


But if the Government has sold me a lease, or leased 


ANB) 


mé a piece of land, and I chose to make a deal with 
your company, you are in @ position where you can 
offer to give me shares in your company or pay me 
cash or give me royalties’ Now am I in a different 
position with regard to the cost of producing that 
Oil than your company is? sxcept that I share on 


® different basis. Am I not an expense? 
Pp 


4 You are ah expense on the lease, certeinly. 

G Not an expense..... 

A An expense on production. 

e AE expense on production? 

A Yes. 

q Yes, but when it comes to calculating what does it 


cos t to produce a barrel of oil insofar as the 
Province is concerned, why would you teke into consid- 
eration these royalties outside of the Government 
royalties? 

A Beesuse the ownership of the lease is subject to these 


royalties. In 99 cases our of 100 they are some way. 


& TH: CHAIRMAN: Mr. Plotkins says 
supcose you do not borrow any money, but you had it all 
in your ovn pocket? 

4 Yes. 

e You: put down your own well vith your own money, and 
you were asked what is the cost of producing a barrel 
of ofl, say? You would not then be eble to point to 
any royalty holders or anything* 

A No. 

a But he says because you haven't the money you take some 
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means of finsneing your well] but it coes not increase 
the cost of producing oil per barrel? 

A No. 

G You might not get so much out of it, but the cost of 
producing the oil is so much, no more and no less? 

4 Yes, vhat is right. 
THS CHAIRVAN: That is the point you 
are meking? 
th. PLOTAINS: Yes: 

% In Montana, if you are able to get a freehold piece 
of land and no royalties against it, your cost of 

| producing would not be affected by any royalties? 


A No. 


#) 


But if you chose to sell 20% in order to finance your 
Moll, that would just be capital: 

A Yes, capital investment. 

. % capital cost? It would not affect your cost of pro- 


duction in general? While it might affect your result 


in profits? 


4 Yes. 

q So that can you give us any good reasons why this Com- 
mission in determining the cost of producing a barrel 
of oil should take into consideration these royalties, 
outside of the Government royalties. You see the 
Commission is trying to find the cost of producing a 
barrel of oil. It is complicated by 101 different 
kinds of ways of financing. 

A If you leave royalties out ina case like that and get 


right down to the cost, while it does not increase my 
Profits, that is a different proposition. 
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If I have to borrow the money 2nd sell royalties it 

is quite a different proposition. My profit is less 

but it has nothing to do with the cost of a barrel of 
oil. 

Pee LO VOLE: You are agreed with 

that, that the Commission should not be eonecerned with 
the methods of financing? 

No. 

To get at the cost of producing a barrel of oil and 
Should only take into consideration sovernment royslties? 
Government royalties. 

Toi CHAIRMAT: well, While we, are on that, 
is there any way of knoring what is the cost of uroduction 
Of a'ibarrel of oll? Any wey at all?. Or are..we bound to 
fovyeit.ie allva futility tryine.tev find outer 

That is beyond me. Sverything is so different. | You 
cannot get two cases alike. 

You are a drilling company and you go out and drill and 
you have 10 dusters? 


Yes. 


Your cost of production) of a barrel of (oll in) the vone 
"well where you have gotten oil is vsry different from 


if you have 10 producers? 


That is whet I am pointing out. JI have drilled five wells. 
-e have two good ones and three just fair ones, and 


our cost is so much. “.ith some of them you will never 


get your money back. Others you will get your money 


back. One vell will give you a million dollars and the 


other well will not give you anything. I do not see 


how it can be worked out, unless you work it backwards. 
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William CG. Fisher. 
q MR. PLOTKINS: Let us explore that. 


We have wrestled with it for quite @ while and they- 
we heve not got very much informa tion. 

GQ THS CHAIRMAN: If we have reached the stage 
where it is agreed on all hands that it is impossible 
to say, there is no use in bringing a great numter of 
people here to say that they do not know and they eannot 
find out. On the other hand, if it is possible to say 
we are very Willing to be shown? 

4 I can only speak for myself. I can tell you what it 
costs me to produce a barrel of oil. 

a MR. FRE*LOY: Is this what. tells you? 

A Yes. They put it in at $1.65. That is on these wells. 
Here is that list. There are your operating expenses. 
There is the headings there. 1 think we could suc- 
divide some of these up.- I do not know whzther it will 
get your very far, because of the difference in the 
price of oil and the wells are still opersting. I 


do not see how it would help. 


(Go to Page 7965.) 
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W.C.Fisher 

Q THE CHATIOIAN ; We have depreciation, 

royalties? 

A LXPENSeSs » 

Q Operating expenses? 

A Yes. 

Q Taxes? 

A Yes. 

Q That depreciation of course is supposed to give you back 
your money in a period of sight years? 

A Mr. Ireland set it up, I cannot say just on what basis he 
worked it out, there was one well there that has bcen a 
dandy, the other was not, it is a highly speculative bus- 
iness, if you want this broken up in any other way I would 
be very pleased to do it. 

THis CHAIRMAN: Thank you very much. 

Q iaRe PLOTEINS: hire Fisher, if the Commission 
accountants were to circularize every purchasing company in 
Turner Valley with a set form, disregarding all royalties 
because that is one of the major varying factors which means 
One milan produces oil at 50 cents and another one for ¢2.50, 
because of the varying amount of figures that they use for 
royalties? 

A Yes. 

Q Now if thet were done, and é uniform basis for eech olussjfieu- 
tion were inserted, the fact that you have some dusters and 
some small ones and some large wells, we could determine the 
average cost, given certain facts? 

A Yes, I would not go back too far, 1 think they should only 


go back until the time of the Turner Valley koyalties or 


within the last year or two, we couldn't go back further than 
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that because the price was different. 

Q The price has nothing to do with it, what the Commission 
wants to know is what it cost? 

A Yes? 

Q And there is no relation to price,whet we are trying to 
determine is what it costs to drill all these wells, how 
much it costs to bring them in, to produce what we 
have produced? 

A Yes. 

Q On an average? 


A I think you could get that. 
Q why, not let us analyze that, is it not a fact that the 
average cost of production was lower than the selling price, 


that only in a short time the Valley would not be producing 


Sie 
A Correct. 
Q If one company owned that whole Valley and their average 


cost was ©1.00 and they had to sell the crude for 80 cents 
and that that only happened to be the Imperial Oil, they 
would bring the oil from somewlcre else, would they not? 

A Certainly. 

& So that if we take certain basic factors and tabulate then 
and ask each company to fill in on a given form each par-« 
ticular division of cost we will get the total average cost 
if we total them all and divide them by the number of barrels? 

A Yes, there is a lot of wells there you should be able to 
figure that. 

4) So it is another way of saying that the average cost must be 
lower than the selling price or you cannot produce at a 
DroLit’? 

A Yes. 
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THe CHa Tiowai: Now .ir. Frawley, we have 
had that suggested before. It seens to me that there is 
no purpose to be served in going on in a chaotic way, 
Calling the men and one man says this price should be so 
and sO and another man says the price should be so and 

so, there is really nothing behind it except the exper- 
ience of that individual which may have been a fortunate 
one or an unfortunate one and naturally that ia all that 
he has concerned himself with. Wow if we are to give an 
answer that has any bearing on the cost of crude, the cost 
Of producing crude, is there any way of getting any nearer 
to it than what ur. Plotkins suggests and is there ane other 
way of doing it than what he suggests, or is it entirely ey 
practical to do it et all, that wo just have to report that 
it cannot be done. I wish you would consider that because 
if it is sound, what is proposed, we should get at it. I am 
thinking of saving time. thach person can be called but that 
would be a tremendous waste of time it seems to me, if,~ and 


IT have no doubt that the producers would comply with our 


request rather than be brought here and subd jected to examina- 


tion for a couple of days, they would rather make out a 


statenent which they would verify in some way, do you think 


it is practical? 


WITNESS: Yes, that is the only way I 


would have it, to go into the books with our own accountant 


and with yours. 


GR. FRALEY: If I thought there was any way 


of getting away fron this question of trying to find out the 


cost of producing oil in Turner Valley, I am advised it is 


not possible to ascertain by accountants that £ have con- 


sulted, if I felt there was some ready way of keeping the 
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witnesses out of the box ana substituting a questionnaire, 
I would be very willing to have lir. Plotkins give Mr. 
Cottle his views as to how it should be made out and sent 
around at once. 
THE CHAIRMAN: It is not a question of what 
lure Cottle wants, it is a case of whether or not we are 
going to be put in a position to make answer to the 
question . 
MRe FRAWLAY: I am accepting ir. Plotkins' 
suggestion that there is some way of working out o question- 
naire and I would want him to consult with hr. Cottle over 
ite 
THE CHATRMAN ; Quite so, but what I am suggest- 
ing is you might consider whether there is some way of doing 
this better than putting the witnesses on the stand and that 
that would represent a finality to it, that of course is 
another matter, then we would want to know why if that was 
not so, I want you to think about it, that is all. 
MR. FRAWLEY: Yes I will. 
THE CHATRIWAN : It was put clearly to the 
witness by Mr. Plotkins, and at the moment, at the moment, 
subject to being shown to the contrary, it strikes me as 
perhaps the closest approach you will ever get to the 
question of the 30st of crude, I do not know, it may be that, 
you might point out to us seasons why then that would be quite 


unrcliable and that we must say to his Henour that we cannot 


report on it. 


MR. FRAWLEY: You see, Mr. Che irman=-<= 
THE CHAIRMAN: We have to do one or the other, 
Lys ° 


mere is no use of---~ 
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bie FRAWLEY: I will do anything at all 
to endeavour to put all the information possible before 
the Commission but my advice is that supposing that it 
can be established that the cost of crude oil in Turner 
Valley was 1.65 a barrel, that the producers have gz0t to 
accept what truc, genuine comaetition demands. 

TH: CHAIRMAN: But you see it does seem 
good sense, as this witness has pointed out, that the 
producers will not accept that for very long, if it means 
that they are losing money every time they sell a barrel 
Of oil, we will have no field, nobody is going to put 
money into the further exploration work for the getting of 
new wells to supply the aceficiency due to the old wells 
dying out, if they cannot Go it at a profit. Certainly if 
they must do it at a loss, certainly, that does seen ele- 
mentary, that the producers will not go on getting oil if 
the kind of competition they have to meet requires them to 
Hoert at a loss. “They may do it for a year, thinkine tia 
something good is just arouné the corner, but I mean you 
cannot perpetuate that, it is obviously not economical and 
does not lend itself to perpetuation. 

wRe FRAWLEY: If it can be demonstrated to 
a particular producer that he is not getting aB much out 
of this oil as he has put into it, he is no doubt going to 


quit, like running a candy store or anything else. 


THE CHALRMAN: guite so and if that is true 


of everybody down there, there is going to be no field. 


wRe PRAWLEY: Jell of course my information 
dvIEL @ 2 y : e 


is that there has never such a stage ever been reached and 


that that is not demonstrable. 
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THS CHATRMAN: Of course Mr. Fisher says 

mau solar as he is concerned, in order to carry on, 

he has to have 41.50. Wow he has not made all the cal- 
culations, he said other people assisted in arriving at 

that result and so we are not able to examine into the 
reasons which lie behind it but that is his bald state- 
ments We also have the statements before us that the pro= 
ducers can do all right, by a man who is a refiner, not only 
@ refiner but also produces, can do.all right at a dollar. 

I dare say now we can have a procession of people who Bay 

a dollar and we also have had a figure of $1.16. Now when 
we would have 60 of those figures fmom different people, 
wiere are we; on the other hand if it is possible to elicit,- 
we have a lot of statements filed as Exhibits now, just to 
interrupt myself, but they are all predicated on an entirely 
different basis, one proceeds in one way and another in 
another way, the Royal Canadian statement is quite dif-~ 
ferent from some others which are in. 

iiR» FRAWLEY: jure Chairman, without wanting 

to argue it now, or even prepare to argue it, a long time 

ago Mr. siorrison made what seemed like a very sensible sub~ 
mission and said “You must first tell me or my company, you 
must get an engineer to tell me what the per acre recovery 

is under my lease, TI eaanot work out my cost per barrel until 
I know what the per acze recovery is", and witness after wit- 
1 the box and said "no, we have not gone to that 


ness came 2 


extent", I mean they said they had a little information but 


they had not gone to the trouble of finding that out and tir. 


Morrison said " I can give you the Sunset cost on these 


i ; the fou like", it was that 
various bases ana you shoose the one y , 


sort of thing which impressea me about this futility of ecn- 
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deavouring to find out the cost per barrel of any par- 
ticular production because they do not know the per 

acre recovery, the cost eee barrel because they do not 
know the per acre recovery. Now I may be quite wrong 

but I did not think it was momentous----~ 

TI GHATIMAN: That may be so and if so, 
if so, let us pausc long enough to have it argued it 

out and arrive at something about it rather than wasting 
weeks of something that may be futile, as you suggest. 
MRe FRAWLEY: I thought we had passed fir. 
Chairman, so far as I was concerned we had passed, fron 
the cost of production. It may be brought in again and 
it is being brought in sgain now but we are now discussing 


an analysis of the price, not the cost of crude, an analysis 


of the price of crude and what the producers think about the 
price of crude. I thought we had left the matter of cost 
for what it was worth, with some hope perhaps of going back 
before we completed this, to see what was going to be of 
assistance to us, but for the present I was anxious to 

get away from the question of cost. mr. Burns was still to 
make another statement at your Lordship's request but IL 
think that ue all that was left. So far as I was con- 
cerned my program was completed on the question of cost, 
quite realizing I had not left it in a very satisfactory way 


for this reason that the advice that had been given me by 


the accountants--= 


THR CHAIRMAN: The evidence if I may inter- 


rupt, hir. Frawley, the evidence at this minute on the cost 


of producing crude oil is entirely unsatisfactory to this 
Commission. 


iR d. 
iRe FRAWLEY: Yes, I understan 
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THE CHAIRMAN: Now if there is any sen- 
sible Wey OL Meking it,. of Bupplementing it and com= 
Proving it, if so, let us do Lt cand 2 not wet iis 

finish with it ,whether or not that is wushod out, that it is 
a completefutility, that we cannot report anything except 
that there is no evidence before us that permits us to ex- 
préss any opinion as to tha cost of producing oil. 7 

wit. FRAWLEY: And I suggest a very good 
reason, I think your Commission could give a good reason 
to His Honour as to why it seems to be a futility. If 
nevertheless there is something coming out of this last 
Suggestion which has, as you say, been made before, I will 
make the effort to find out, I have got lots of persever- 
ance. 

THE CHATRMAN: Of course I do not know, you 
say it is impossible because you do not know the reserves 
of oil in the ground, you do not know how many years you 
have in which to amortize your capital expenditares. 

MR. FRAWLEY: Yes, that was the statement 
made and these companies have not gone to that extent. 
THE CHAIRMAN: You do not think we would get 
anywhere if we had just a plain operating cost. 


itRe FRAWLEY: mre Burns went into that 


pretty completely. You see what he gave us, he gave us 


some of these wells, he gave us a 7 cent figure, he gave us, 
well I am speaking from memory but to me they did not seen 
to be anything, tir» Chairman, as ir. Nolan points out, that 
does not seem to be the cost we were after, that is just the 


cost of operating your well, what you put into it, what you 


spent on it from day to day but surely the cost we are talk- 


ow 


” 


5: 
oy 
. 
ary 
ACE 
toa “3 
is ey 
ee 
on 
: z 
ae 
- me 
. ° icon 
> 
{ 


e- 


a 5 
= a 
: re 
a. 
ra iJ ip 
oN ea 
z 
ae y 
S 
di 
at 


‘ 
Sica) 
sf 


” 


por 


. 


¥ 
ria] 


W.C.Fisher 


G5 
2 


=~ 7973 — 


ing about, well compare it, Mr. Chairman, Hee the cont 
of operating that pipeline, look what we aida there, it 
seems to me the same job must be done with respect to 
the cost of crude and then you have got a whole series of 
amortizatiors and then whan you come out With this amor- 
tization of well number 1, of acreage of property No. 1, 
on whatever good engineerigg opinion says, then we have 
On two and three and four and then wo come to 75 properties 
and then what has tho Commission got, an averagee ifJell 
personally at the moment I cannot subscribe to there being 
uny value in the averagé because what does an average mean, 
it means that one fellow is up and the other fellow is 
down and I feel the same way about that as I did with ir. 
Taylor's averages on the question of pipeline. 


THE CHAIRMAN : Your suggestion is that it 


comes down to the competitive price always, is that not 


true of gasoline. 


ike FRAWLEY: Gasoline. 
THE CHAIRMAN: Yes. 
MR. FRAWLEY: The finished product. 


THR CHA LRA N: Yes, has it not got to meet 
the competitive price. 


isRe FRAWLEY: Yes, you will hear something 


of thet, Mr. Chairman. I do not believe anybody can bring 


in a tank car of gasoline into Alberta from anywhere and 


sell it in Calgary. Now the Texas Company is doing it, we 


will hear something more about that but outside of that it 


Cannot be brought in. 


THE CHATRMAN: You say the cost of crude oil, 


ana I suppose it will be assumed before us, and the evidence 


te fore us will support it, that the cast of crude oil has a 


bearing upon the price of gasoline. 
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WiRe FRAWLEY: The cost tO the refinory? 
THE CHAIRMAN: Yes. 
Re FRAWLEY: Yes indeed, what ho pays. 
THO CHAIRMAN: No oe will argue ahout that. 
Mike FRAWLEY: To the contrary. 
THE CHAIRMAN: No, I should think no, and I 


was just wondering how you can say the cost of the erude 


oil to the man who is producing it has no bearing, any more 


than the other way about. 
MR» FRAWLEY: It has a considerable bear- 


inge I suppose this is so if one went to speculating what 
the Imperial Oil Company pays, they pay the Royalite Oil 
Company the posted field price but by wineee of their in- 
terest in the Royalite Oil Company that is not the ul- 
timate ahd last cost to them. ‘Wht they actually send by 
Cheque to the Royalite Oil Company. I suppose that is so. 
That is whg they are producing crude oil, that is why they 
own the Royalite Oil Company because the Royalite Oil 
Company is the producer and they want to own production. 


That is why the Texas Company is sclling gasoline in Alberta 


today, becauso they own production in Montana. 
THE CHAIRMAN: And it may have to be that 


there is no chance in operating, in producing oil unless 


you are going to do it as an integrated company and perforn- 


ing all the operations. 


MR. FRAWLEY: You will have to give great 


thought to those considerations no doubte 


THE CHAIRMAN : Yes, we should get something 


about that one way ar the other. 


ou are say~ 
MRe FRAWLEY: In other words what y 


ing, hir. Chairman, is that Imperial Oil is not like Mr. 
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Plotkins, ir. Plotkins actually has to buy his crude oil 
and pay for it at the posted field price or whatevor arvange- 
ment he has but with the Imperial Oil Company, the lest 
word has not been said when they pay the posted field 
price. 
THE CHAIRMAN: Particularly so, Mr. Fraw- 
ley, that perhaps the price of producing crude, the cost 
of procucing crude has no bearing today or fanaune that 
they have to meet the market you see--- 
Mike FRAWLEY: Yes. 
THE CHAIRMAN: I can see that quite as well 
8s you do I think but what I am querying is if you should 
take the long view and project today and tomorrow, you can 
logically and sensibly ignore the cost of producing crude, 
because I say that you cannot go on getting crude if it 
costs you more to produce it than the competitive price will 
give you for it, and in the broad view you cannot visualias 
a field over its lifetime without taking into account the 
cost of producing arude in that field. Now it may be un- 
Rurmountable and so on but I am just telling you whet is 
Btriking me at this moment. 
MR. FRAWLEY: It is in the Commission, if 
I may say so with respect, it was put in the Commission so 
that we could explore it but I say with respect the Com~ 
mission will be doing its duty if having explored it and 
having come across this seefingly unsurmountable obstacle, 
that the companies do not know the cost of recoveries and 
the amount at which to amortize their capital investment, 
that it makes thé answer to that question impossible, then 


I think that will have to be done---~ 
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MR» FRAULBEY: And answered in that way. 
THS CHALIUAN: Je are not a bit concerned 
about how acceptable our enswer is. “Je are concerned with 
whether or not it is the proper answer. If I an right in 
the view that you cannot visualize an oil field over its 
lifetime without having some concept of the cost of pro- 
ducing crude, then surely we have to try an@ find, perhaps 
not report that it is impossible but to say that this whole 
idea of pricing is wrong, it is ignoring a fundanental, a 
basic thing, a simple elementary basic economic fact that 
you cannot go on producing something at a loss indefinitely 
andwe may have to say that, defeatist though it may be, 
that all these competitive prices are to govern and they 
are sugh that these people down here producing oil cannot 
produce it. It is a very big question and has Sed na ny 
angles and we are quite uninformed and Know little about it 
but we are not going to throw up our hands without making 
some éffort te explore what, at the moment, sees to me, 
something basic. 
MRe FRAWLEY: You say basic, as respects™: 
the producer it is basic. 
THE CHAIRMAN: I say it is basic as respect 
the producer and we nea not be be considerate about the 
position in Turner Valley field of the producer i there is 
going to be no producer and there is going Lobe, no! pro- 


ducer if over a period of time we can only produce at & 


loss. 
WR. FRAWLEY: ‘Iell I suppose that seems to 
follow. 


THE CHATER:AN: Well you can think it over. 


(THE INQUIRY WAS HER ADJOURNED TCO Bu RESUMED AT 10:30 A.M. 


MAY 30th.) 
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10:30 A. M. Session ~7977— . 
30th May, 1939 


MR. FRAWLEY: I am calling Mr. Reeve. 


MR. FLOTKINGS;: I am not finished with 


Mr. Fisher, are we. 


ia. PRAYVLEY: Yes, he told me he was 
finished. 
ee LOT IN : There is quite a lot of inform- 


ation on cost figures and different things that he talked about 
that I would like to get. 

THE CHATRMAN : There is no doubt that he was 
not released. 

mas PRAYVLUY: It doesn't matter, he can come 
back but I understood he was through last night. Of course he 
Can be recalled. You would like him recalled at Some time, 


fee iF Lotvkins. 


MR. PLOTKINS: Yes, sometime when it is con- 
venient. 

MR. FRAWLEY: Sure. 

THE CHAIRMAN: T mean he was being examined at 


the moment that we had some discussion just before adjournment. 
MR. FRAWLEY: Yes, and that is why I asked him 
ana I understood from Mr. Fisher that he was through. Perhaps it 
was a misunderstanding on my part and we can eet him back, 
FRANCIS F. REEVE, having been 


recallsd, examined by Mr. Frawley, said: 
2) Mr, Reeve, you have already been sworn So that you are now 
under oath? 


A Yes. 


Q You had been asked to come this morning, Mr. Reeve, to 


Bismiss another phase of our jnquiry and that is the posted 
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A 


field price of crude, you know what a posted field price 
is, I presume? 

ves’, 

I mean you know the posted field prices and what they are? 
Yes. 

You are selling crude, you ars producing crude and Selling 
it to the Imperial Oil Ltd? 

Yes. 

And you are getting for your crude, what is your crude 
averaging in gravity, Mr. Reeve? 

Our average gravity I presume would be about 42. 

I mean you are paid, whatever you are paid, you are paid 
for the gravity as it is taken at your field tank? 

wes... 

subject to some, no, that is true, no, it is only when 

you sell that there is any difference, when the company 
buys they pay you for the gravity as it is measured and 

as it is determined at your field storage? 

yes: 

And you say that your wells, all of them are averaging 
about 42° 

Between 41 and 42. 

“thin 41 and 42, so that you are getting about SL 6 Go 
Pies per’ barrel? 

“ell our average shows over a stated period that I gave 

in my last evidence was #1.23, so that during part of that 
period we must have had a higher gravity. 

Yes, well that must be So, Mr. Reeve, but at that moment, 
getting about “1.17 or °1.18? 


now you say you are 


About “1.20 is about what we are getting, I must have made 


Some error in the degrees. 
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Because, you see, 43 to 43.9, that is $1.209 

We are getting about SL .20% 

Now, Mr. Reeve, were you producing crude oil on the 5th 
of January, 1938? 

Yes. 

In any quantity? 

Yes. 

At the time that these prices, the present prices were 
posted? 

Yes. 

And were you aware of the reason, there was a reduction 
made at that time, was there not? 

I have not got the date exactly in my mind, but on or 
about that time. 

Yes, this is the date, I am taking it from the "National 
Petroleum News", the present prices were posted on the 
Bon Of January, 19687 

Yes. 

And they were reductions, were they not? 

res. 

Yere you made aware of the nature of the reductions and 
the reasens for them, by the posting company at that time? 
No. 

I mean you are not making any complaint about that, I am 
not putting it to you in that way, but you were not made 
aware of the reasons, the reasons were not discussed with 


you before the changed postings were Made? 


No. 


What was your reaction to the lower price which you then 


received from what you had been getting just before that, 
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becausc, as I recall the history of it,. there were two 
reductions of 22 cents each, is that correct, there were 
within the two or three months prior to that, Mr. Reeve, 
mefact on the first of September, 1937, there was a 
.Tecaction from the then posted price, of ahout 27 cents 
on 48 gravity and your reduction would be corresponding 
to that? 

Correct. 

Ten there was a reduction on the 5th of J. nuary, 1938, 
from the then price? 

THE CHAIRMAN: The first of Septemb ery. 79S7, 
did you say? 

MR. FRAWLEY: Yes, thercfirst of, September. 13937. 
THE CHAIRMAN: That was 27 cents, a reduction 
on 48 gravity. 

MR. FRAWLEY: Yous Myaehornds 

MR. NOLAN: Is that right, I thought it was 
22 cents, it doesn't matter, but I understood that 48 
gravity prior to Junuary of 1938 was $1.52. 

MR. FRAWIEY: Well, I suggest, Mr. Cottle 
tells me and there is a long memorandum on the subject here, 
but we have not got it at our hand at the moment, is 
that there was a reduction of 27 cents, from $1.79 to 
81.52, and that was in, here are the reductions, Exhibit 
"272" ig the posting which was effective on first 
September, 1937, and that was 48 gravity, was posted at 
#1.52, and it had been $1.79, that is correct, is it not? 
MR. NOLAN: Yes. 

Q VR. FRAWLEY: And then 48 gravity was reduced 
from $1.52 to $1.30 on the 5th of January, 1938, and 
there you are? 

A Yes. 
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Q Now, what was your reaction to that, Mr. Reeve, I mean 
in your operations, did it have any effect or were you 
prepared for the benefits which you obtained, or were 
presumed to have obtained, in greater volume, were you 
prepared to aecept the reductions then made? 

aA my experience in operating is, covers a period of 
approximately one year. 

Yes. 

A Now, my reaction to that is that we would have felt a 
little more dignified if we could have had a consultation 
with the purchasers and obtained their reasons and mutually 
determined the price; we realize that we have a common 
market line that we have to meet, but we would have felt 
a little more dignified if we were consulted oven Le 
what we said did not carry much weight. 

Q Yes, that was not done in any event, as you had to accept 
these two reductions? 

A Yes. 

But you did know in a general way that it was for the 
purposes of extending the market? 

A We @idn't necessarily know that, we know that that might 
have the effect on the extension of the market; on the 
other hand, it might accrue to more profit to the 
refineries. 

s) Oh, yes, or a third thing is that it could be passed or 
to the consumer, the consumer benefitting wholly by it? 

= <Xes. 

But for whatever reasons, yuu are in this position, the 
details were never explained tc you? 


A No. 
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Q 


A 


So probably it is not fair to put it to you just what 
these reasons were, but I think in a general way you 
had some knowledge that the extension of markets was 
one of the objects in view in these reductions; now 
passing from that then, Mr. Reevc, if you cannot discugs 
that very definitely, what do you say now in the light 

of your cost, what do you say about the present price 

of $1.20 which you are getting? 

Well, I would say that we are stepping on very dangerous 
ground when we undertake to establish a fixed price. 

To establish a fixed price? 

I would like to see the 5% cents that the Commission has 
seen fit to recommend be taken from the pipe line rate, 
accrue to the crude producers; that would not, as I see 

it, affect the economic area of distribution because the 
present area or outline of distribution is fixed on the 
established price. 

Yes? 

And as it looks now that is more likely to acerue to the 
benefit of the major companies which, in the Imperial case, 
will simply be taking it out of one pocket and putting it 

in the other. 

Yes? 

On the other hand, if it is passed on to the public it will 
be so small that it will not be worth considering; I hate 
very much to see any tampering with vrices because I realize 
very much that the producers and the refiners have to meet 

a common economic line in their sales, and notwithstanding 
the fact that most of the evidence here is that the 


producers are producing oil for less, selling it less than 
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it costs to produce it, why we may be put in a position 
where there is a question of stopping loss rather than 
any gain. 

Q Yes, but I was not thinking of that, I was just thinking 
about the present, supposing you did not get, supposing 
we left the reduction of 54 cents which has been made 
or will be made, leave it on the shelf for the moment, 
what is your view about the present price of $1.20, I 
would like you to discuss the matter generally without any 
Suggestion to you by questions from me, Mr. Reeve, how 
long do you think you can go along producing at that pricc, 
or can you go along quite comfortably and make money, or 
do you think you cannot, or what is your view of the 
situation? 

A Well, my evidence at the last appearance here was that 
we were producing at approximately 63-1/3 cents a barrel. 
Yes? 

A And our selling price had been $1.20. Now, that information 
was very definite and it was over a stated period. I 
realize that in the future the ratio between cost of 
production and sale price will be different, and that 
we were fortunate in bringing in three good weils, on 
which those figures are based. If we go on drilling 
we cannot expect equally good fortune. Now, I would 
rather go on with the present rate and would appreciate 
a discussion between the refineries and the producers. 

As to what? 
A I think the greatest need here is to take off the burden 


on production, some of the unwarranted burden rather than 


to tamper with the price. 
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be 


Yes; well, now, I am quite anxious that you should 
discuss all those aspcoets but Just before we leave, 

you were referring a moment ago to your Exhibit which 
you filed on Commoil No. 1, and 2, that is Exhibit "213", 
which shows the cost per barrel to produce in the case of 
the two Commoil wells of 63-1/20 cents ver barrel, and 
the same Exhibit shows the cost to produce of 87 cents 
per barrel in the case of the Command No. 1 well, those 
are the three wells you spoke of? 

Yes. 

You say those very excellent costs are due to the fact. 
that you brought in good production? 

We had the good fortune of having three of the, among 
three of the very best wells in the field; that would 
not apply on the average to Turner V..'ley weils. 

And this is new production too, these wells are not long 
producing? 

Correct. 

Have you got everything in these costs, do you think, 
you have endeavoured to show the costs including both 
operating expenses and proper provision for capital 


investment and so on? 


I witnessed. thet that was reflected in the depreciation 


and depletion account, which fully covered the natte rs 
in our case. We did not put in any income tax, as 
we considered that better shown after taking in these. 
So that if it were, you say that those are not the 
costs which the average well in Turner Valley will 


show, well, just what did you mean by that, the average 
> 


well? 


we 
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A 


Well, the average production of these wells is away above 


the average in the field. 

Yes, well, when you average, of course, all the 01d wells 
with all the new wells, naturally? 

The 75 or thereabouts of crude wells. 

Yes, that is right. If the Commission felt warranted at 

all in taking the costs of these three wells as being a 

good representative cost, then everything is fino, the 

price you are getting from the Imperial is quite satisfactory? 


That is correct. 


(Page 7986 follows.) 
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A 


a 


TH2 CHAIRMAN : AS I understand you in 
addition to having good wells you have been fortunate in 
not being put to the cost, the capital cost of driliing 
wells that were unproductive? 


If we have that misfortune in the near future it would 


alter the victure entirely. 
Poe LL SY: Then that would become 


@ question of cost per comrany rather than cost per well, 
which, after all woule be the thine that vould interest 

you and your shareholders? 

Yes. 

“ell you of course looking to the future are not very 
worried about how soon you will havs to refuse to accept 
©1.20 for the crude that you are producing? 

I do not think we should be asked to accept any less 

Grant %1220, 

TP mean you do not think it is coming very soon when even 
Bebuing 1.20 you will have to refuse it? 

Tmethe law of free distribution, economics’ in’ play where 
will be an adjustment as time goes on. In this oil business 
we cannot worry about the future. "e have to act in the 
living present. “e have got competition in Montana and 
Masinois. ‘Ye have to face that fact: —Dtois metiapuesiion 


necessarily of makins a vrofit. It may be a question of 


cutting down loss. “e have to carry on. 

That is an interestine statement. Just what do you mean by 

that, when you say you have sot to carry on?)s How) Pong: could 
Oe yee Y a 


you carry on if you had to? Supposing you had a cost --- 


Supposing that this @xhibit 213 showed a cost of 1.19 we will 


say, just about up to what you are getting from the Imperial; 
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co 


that it happened to be that for one reason or another -- 

how long could you carry on? You say you have got to 

carry on? 

I think if we go on the idea we have to establish a fixed 
price we will fetch up where the Agriculturalists did in 
this VYorld Market, facing a “orld Market. I think we 

have to recognize that we have got a world commodity a 
and that if we cannot produce we have to look at the 

reasons why we can't produce and these are points I would 
like to emphasize, 

You have used the expression "fixed price" several times, 
There has never been any Suggestion before this Commission 
that ‘there will be any fixing of price. “hen I speak of 

a fixed price I am sneaking of the posted nrice which 

the Imperial can changes everyday if they like. “tape 

the price I am sneaking of, the posted price of the Imperial, 
#1.20. I merely asked you Nr. Reeve if you now have a vost 
today of *%1.20 how long can you -o on and produce or how 
Soon would you have to stop. Do you think you could £0 on 
even after -- I will go the whole distance -=- could you go 
on if your cost went above $1.20, went above the posted 

field price whatever it might be from period to period? 

“We have to get a lot of these costs down, there is no 
question about that. “‘e are working on the income tax now, 
That is a tremendous handicap. Then we have got faults of 
our own. Most of these coripanies have been over capitalized 
and too much taken out for promotion. ‘e have got to make 
certainremedies for ourselves because we cannot say what we 
want. It is what we can get. 

You do not feel you can say to the Imperial Oil, “Here is 


my cost and I want this price plus some reasonable profit 


and you must give me fen: 
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You think that is quite unreasonable do you? 

f Necidedly. 

2 “what ‘do you feel you have to accept as the price of 
eruds oil? 

A “e have to accept the market as established in the main 
by the major companies, 

2 You have to accept the market as established by the 
major companies. The crude oil market. You could not 
have then too much regard to your cost, or any, is that 
So? 

A Cost of production. 

Q Cost of production? 

A You have to have every regard for that? 

A) You have to have every regard for that and still you say 
you have to accept the price -- 

A That is where half our fault lies in excess capitalization 
and excess cost of production. 

Q You must try to get those down? 

A Yes. 

2 The whole industry must? 

A Yes. 

2) That is quite so. But after these costs are down and if they 
are in 2xcess of the posted field price what then Mr. Reeve? 

A Then it will slow up development. 

) Nould you be forced to discontinue the business of producing 
crude oil? 

A ™e certainly would not go ahead and drill more wells if we 
were producing at a cost greater than we could sell at, 
without we saw some real hope ahead of a break, 

4 Then you could carry on at a loss for a while? 


‘A Ye would. 
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You said a moment azo it is a question not very much 

ofmaking a profit but to stop the continuing loss or 

grwing loss. Do you see any prospect of continuing for 

anyperiod of time if you were in fact operating at a 

los? 

‘6 would not carry on to any extent because you are 

plying with a wasting asset. You can carry on --~- 

hee you are, is there not something in that? Haven't 
fo carry on? 


“hey the seeling price is below the cost certainly it is 


idle: 


foo’ Sense to leave the oil in the ground, because that 


nthe ground is possibly safer than many of our bonds 


O 


ininstitutions today. 

Isthere not some fear then you could not get it? You mean 
the idea of goine back sometime and recovering it? 

Yes. The law of economics would give you a break after a 

Butthen perhaps by the time that day arrived there might be 

Some question of not being able to get the recovery. That 

isaeecible is it not? 

If ur neighbors were going ahead and giving their oil away 

or btting it go below cost it might draw from your reserve. 

Or * their costs were very much lower than yours? 

They would be governed by the same laws that Il would be. 

I wold presume we would all have sense enough not to 

prodice. 

Of ourse it might be their cost might be lower than yours. 

“hielhwould mean only they could go on a little further than 

you could, I pronose that is true. You sav you have to accept 

whatthe market is and you agree with me it is not a case of 


eoineto the buyer and pointing out to him what your costs are 
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and asking him to use that as a basis of arriving, at the 
price he will pay you. You agree with that do you? 

ee ie 
To a certain extent. That can be partially remedied by 
permitting us to either arrange with the major comnanies 
for tanks so that we can produce our oil in the winter 


time when we are producing it at a smaller quantity than 


the optimum rate. If we were permitted to put that in tanks, 


of course the major companies are the logical people to Supply 


that tankage because it can be supplied cheaper ona larger 
Scale than the individual ell could supply it. 4nd then 
we would have that oil in storage and possibiy discover a 
certain outside market. That would bring up another point, 
This question of makine us sien on the dotted line, that is 
mae perretual contract. 
“e will get back to that in a moment. But I want to be 
ereer about this first. You say you are being allowed 
to produces over the winter optimum and store with the major 
companies, which you say is the way to do it. It adds to 
your volume of course? 
Yell it is a question Mr. Frawley of good economics. Last 
winter we were producing oil below the optimum rate. ‘Je 
were wasting the field's gas. ‘le could have produced more 
oil with the same quantity of gas. That is a public waste 
as well as our own individual waste. And now most of the 
wells in Turner Valley I dare say are oroducing more than 
they should and they are wasting gas in that direction. “Je 
o where our wells were possibly averaging 


were shut dovn t 


1200 feet to a barrel. “ell the way we are carrying on now 


anc the way we will be until the agricultural necessities 


close. we will run from twenty to thirty thousand feet. 
’ WS Yv 


Cubic feet rer barrel? 
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Yes. And that is a big loss of gas energy to the field. 
“hich you say could be overcome by more uniform ppoduction; 
by allowing you to produce more uniformly throughout the 
twelve months? 

I realize we cannot eliminate that altogether. It would 

be unfair to ask for undue storage. But in the “States 

they have reserve storage for 90 to 120 days ol erudernoga 

anc crude oil products. 

I would liks to discuss that with you in a few minutes, 

But I want to get back to what I was discussing a moment 

ago. That is the relationship, if there be any relation- 
Ship between your cost of production and what the Imperial 
pays you. I put it to you and you agree I suppose it would 
not be a practical thing for you and the other producers -- 
or speaking of yourself perhaps -- to go to the Imperial and 
say, "My cost of production is so much and I want that plus 
Some reaSonable profit." You do not think that is any basis 
tor try ine to arrive at a price do you? 

No. The ideal basis would be for the major companies and 

the smaller producers to get together and take into consider- 
ation not only cost but the economic frontier of distribution. 
You have to look at both ends of the question. 

That latter one is the more imnortant is it not? 

They are both equally imrortant. 

Take in your own case Suppose 10% or 20% was a reasonable 
return to you on your investment, you Should not be getting 
“1.20 for your oil should you? Lf that tS" ei you wae 
goine to look at and it costs you as shown by Sxhibit 213, 
| getting too much. 


some people might say you are 


Ne are putting that money back into the ground in Command 


No. 2 That well may turn out like a lot of small wells in 
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the field. We will almost expect that to come to us. 

IT am not suggesting Seriously you should have any less 
than the posted field price. But I am trying to compare 
your position with another one I am going to give you in 
a moment and that is quite a different picture. If you 
went to the Imperial and went oh the basis of cost and 
say “I want so much for my oil because my cost is X eénts 
and I want a reasonable returnit 

It would not be food sense becdusée if my dost was more 
than they could get Montana oil the Montana oil would 
displace our oil and in thd Tadstern market Tllinois oil 
would displace my oil. 

Peis mot the individual cost exrerience of ths séller 
that the buyer looks at. But he looks at what he can get 
Some oil for somes other place when he tells you how much 
me will pay? 

He has to take that factor into consideration. 

Does he care so much about anything else because surely 
he pays you the same as he pays another man who was in 
here yesterday with #1.63 cost per barrel. But he gets 
the same as you get? 

He does care in the case of Turner Valley because the 
Imperial is the largest producer in the Valley. 

The Imperial is the largest nroducer? 

They are interested in the cost of nroducing crude. 
Through their subsidiary they are interestec in the cost 
of producing but I presume they pay the Royalite what they 


pay-you for. oil? 


Ye consider that a very fair point on their part. Montana 


has not been treated that good. 


The major companies do not do that down there? 
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Not altogether, There is some of then independents 


shut in altogether. 


I just wonder if we are getting off the track. Perhaps 


ROU < 
MR. NOLAN:. Io ao not think se. 
Me. FRALEY: Not when there are a 


few bouquets around. But I did not mean that. 

f am not Imperial or anti-Imperial. TI just state the 
facts as thev are, 

I woulc say that is an ideal witness, neither pro nor 
anti. But I am trying to explore your views as to what 
relationship there is, if any, between the cost of 
vorocucing -- difficult as that may be to arrive at, but 

in your case accepting it as having been arrived at 

63 cents and 87 cents -- what relationship if any there 

is between that and the posted price; in other words the 
price you get for your crude? 

‘Jell I would not want the price tampered with without con- 
Sulting the refineries to see whether we were going to be 
pinched up. They would be walking on pretty dangerous 
ground. 

How about increasing it? People who have anything to sell 
do not mind having the nrice inereased? 

“~le will not object if you increase it. “e won't put up 
any argument against that. 

All right but is it reasonable or sensible or is it necessary 
that in your case the price shoul?’ go up? 

Mormot in our oN Case. 


You are satisfied at the moment to take “1.20 and let the 


future take care of itself? 


I would like that 5$ cents a barrel. If you treat us a 
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little better you will get more development in the field. 
It will work out that way. But if the government under- 
takes to crowd us down or overburden us you are just 
going to restrict the oil enterprise end kill the goose 
that lays the rolden egg. 

“hat are your views on the burdens which are nlaced 

upon you by the Prtvincial or Dominion Governments 
insofar as they relate to cost, because that is the 

only importance th3y have here? 

Yell the biggest burden is the Income Tax, 

Yes? 

After we have taken out denletion and depreciation and 
the cost of operating, the Income Tax amounts to 
practically 22% of the net profit, That is Frovincial 
and Federal. That is an excessive tax and we should 
have release from the burden of it. Fossibly somewhat 
along the lines that the mining companies have attained 
ae 

Yes they did introduce something in the last -- 
Nepletion is not based on any Scientific reasoning. Our 
experience is that we have depleted our well 40% the 
first year, 25% the second year, 15% the third year and 
10% the fourth year and 10% the remaining life of the well. 
They fax the depletion at a fixed ‘rate of 25% which does 
Mot work out at all sSaqientir ically. 

You think there shoule be some relief given to you by 


the Federal, and then I presume the Provincial would follow 


you think? 


The Provinical of course is much lighter. Their rate is 


pred * ‘ 2 ih. . a 
about 7% whereas the combined rate 15 22%, leaving 15% 


for the Dominion. 
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a} So much for the Income Tax, Is that the only thing you 
would like to bring to the Commission's attention in the 
way of burden on the industry? a 
A I have touched on the restriction in the operation of the | 
wells by the Conservation Board, | 


Q Yes? 


A Thet is in reference to letting us pnroduce more in the winter 


.} 
. 


time and not to work so hard on the wells in the summer time. 
That is a big item. 

Q Do you think the general concensus would be that all the 
producers to a man would desire to store? Now I want to 
keep that in mind, Your suggestion is you should not be 
put to any capital investment in storing and that arrangements 
Should be made that that capital burden Should be carried by 
the major companies and you people pay for it? 

A That is the most economic place to put it, I think in order 
to induce the major companies to do that we might possibly 
have a Summer rate and a winter rate for our products. ‘Ye 
worked that out in the anthracite business in the east. 

I was connected with the freight end of it and it relieved 
the burden of overwork in the busy season immensely. It 
worked very wood. There is a big cost in Storing, this (ais, 
we realize that. ““e cannot go to extremes on it. But Some 
adjustment in the nrice would bring the equity between the 
erude producer and the refinery, if they would establish 
this storage and use it. 

Q Have you any idea what storage would be required, whoever 
built it, if all the producers desired that sort of accomod- 
ation? 

A I can only state from the way I figured it out on our own 


well. 
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“hat woulé it cost your company? 

‘Ye may need storage of Sixty thousand barrels to 

operate our well at the approximate optimum rate. I 
think we are producing some 6% of the oil. That would 
give you some astimate of what it micht amount to for 
the field, 

That would make a total of about a million bartels would 
1G not? 

I doubt whether a million «oulé cover it. 

Ons million might not cover it? 

Maybe one million and a half, 

feenave had a figure here roughly of ‘1.00.4 barre) for 
Storage, erected and in place and operating? 

“ell these eighty thousand barrel tanks they are bringing 


in, they are bringing these in and it is true these are 


second hand but they are very good. I understand from one 


of the parties that they hove to get them erected and 
brought in at a cost much less than that. 

Yes, we have had that evidence too. 

At between 30 cents and 40 cents a barrel. 

The dollar figure was for purchase new. Just an 
approximate figure, an estimate for purchase new. And 
there was evidence from .ir. Tlotkins I think principally 
that there was a great excess of storage in the United 
States nowadays and it could be built for much i6ss7? 
There are acres and acres of these tanks available. 

Your idea is at the moment to let Yr. Nolan carry that 
load and erect the storage and charge you something for 
44. ‘Then I say Mr. Nolan, the major companies, the 
British American and the Imperial? 


“ell by suggesting an adjustment in the winter and summer 
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rate I would not say we were letting them do it but 

we were co-operating with them. 

If they charged you enough it might be a privilege 

to let them do it? Do you not think there might be 

Some danger of a crash in the price if you got all that 
oil above ground? 

I don't think so. “hatever you do in the oil business, 
oevou start to drill a well-or pick: up 4 piece af 
acreage, whatever you do there is a big element of risk. 
But I do not think there would be en undue element. 

You have considered that as one of the risks, one of the 
disadvantages perhaps and you have weighed that against 
what you think are the advantages and it is your opinion 
in that event that there should be some such Scheme as 


that worked out which would allow you to operate? 


Yes, 


( Page 7998 follows ) 
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Q The advantage would be just what now asain, to enable 
you, yOu say you would be, you would not be De LOO rns 
if you just had the same production really in the end, 
at the end of the year, would not your operating statement 
be about the same, you would have the same number of 
barrels sold and the same number of dollars in the 
treasury apparently? 

A When we waste thet gas by under the optimum rate or over, 
we waste our lifting energy. 

Q Well, that is an engineering matter, you say there is some of that 
when you go down in the winter time and come back up in 
the Bor. 

A That means thet the day will come when there will be the 
oil in the ground there and nothing to lift it with. 

Q That is really what you have in mind, it is no to get 
any wiore dollars in the treasury except on the long 
range view, yes. 

® Well I do not regurd it as an inequity to keep this oil 
or this energy in the grourd, it will come, in the way 
of brlance. 

Q Now there ig an angle I have not touched upon, you are not 
interested at the moment any way in selling your oil other 
than as you are now selling it in the easiest possible way by 
turning it into the taperial's pipe line? 

A Yes. If we had the amount of storage on hand in the 
Spring when they start putting in the seed, if the 
Imperial didn't want it why we woula have it there 
to reach out for a larger market. 

Q A larger market? 

Ao Yes. 

Q At that time it would be presumably..----- 
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But you couldn't, you couldn't Zot & larger merkeg 
Without you hive got somcthing to scll, we do nat 
want to be like those fellows who went over to 
ngland to scll the British #“dmiralty gesoline, 
bunker oil when we are not producing it. «=e want 
the goods, ang then we een go out ana get our market 
Yes, now you would be concerned in selling it otherwise 
than you aredoing it, to the pips line? 

NGSis 

moe thet would be once you got a load of it above 
ground? 

Yes, I do think we should teke into consideration 
these perpetuel contracts. I think it is not good 
policy either for the state or for the individual 
GOmpenies to be tied to these purpetual contracts. 

Now you are referring to the contracts. 

which these fellows have signed on the dotted line 

in servitude; they heave the property tied up. They 
have nothing to sell. 

lire Reeve, now you are referring to the contract which 
you entered into with the xoyalice Oil Conpany or the 
Imperial Oil Coupany which requires you to sell then 
your production for the life of the well? 

Yese 

That is what you mean? 

cis 

“what velief do you say you should have from such 

a contract? 

Heth, I donot believe that we should go to the 
extrene, certainly we have to sign some contract with 


av eir side of it, they want to 
them beesuse they have their siae © ; y 
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know where their immediate supply is. 


Q Surely. 

A Ido not object to signing a contract for a stated 
time. 

Q #Or a stated time, I see. 


Wow I went through one experience with them when the 
Command came in, I had understood, I had an under~ 
standing with the British American that they would 

take our oil without signing any contract; well then, 

we were up at Edmonton at the time before the Legisla- 
ture and when I came back here we had accumulated five 

or six days!’ aauply and went to the British American and 
asked them to take it, but they told me they could not 
take it without one of these perpetual contracts; there 
fad evidently been some change between their Calgary 
office and their instructions fron the east; well: at the 
time I was negotiating for, or at least Looking for an 
opportunity to sell these properties ani if I had tied it 
up I would not have had anything to sell; well I went to 
the Conservation Board and they assured me that f didn't 
have to sign any contract but it was put up in this way 
that if I didn't sign Knode would cut down the field 
allowable a couple of hundred, two thousanc barrels, 

an if that didn't work they would cut us down further 
until the major companies had to take the oil. Well 
that ead Orie reat hardship on the other producers; 
well as I said before, I believe that the major compan- 


jes should, I think that theyshould have definite contracta 


s0 that they know where they are at, but I wound up by 


making a yearly contract with the Imperial. 
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Did you succeed in varying tho sonwnait to that extent? 
Well I shifted over from the British American to the 
Imperial, I had intended to negotiate a sale of that 

Oil with the British American. 

Yes, but let me understand, you did in the end vary the 
unifo xm Gontredt which has’ been put in as an Exhibit here? 
Yes, I woula never have signed the Imperial without the 
royalty holders or somebody forced me to it unless I was 
compelled to, I would never have signed it. 

For the life of the fisld? 

Yes. 

In the end your contract called for delivery to the 
Imperial or the xoyalite far just one year? 

Yes. 

I see you feel, do you, that, so long as you are selling 
any oil, for whatever period you are selling any oil, 

you should sell it all, but all that troubled you was 
the period. 

I didn't want to be tied up perpetually, I may want to 
sell these properties am. if all this oil is tied up 

to these major companies we cannot expect new ofes to 
cone in here and possibly develop further markets. 

No, that is to yo d out something to sell, that is 
perhaps just a little bit different, I au concer ma wi th 
the practicability of disposing of your production to the 
pipe line omy notre out yourself ana seeking a market to 
sell it, as we heard fron lir. Fisher yesterday, tir. Fisher 
is concerned with selling his own oil, that is his great 


r now have you any such concern or have you different 
Cc y: yo. i 


views about that, what do you say, lire heeve? 
Well I am quite willing to carry on with the major comp- 


_ 


anies but I Go not want to be tied so that I cannot look 
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| elsewhere if they do not treat me right. 

Q, Quite, GO you think that if you had no contract with 
the Imperial or the British American today, you could 
do as well for yourself if you were Strictly on your own, 
With your own refinery to sell to or becoming your own 
refiner perhaps, Go you think you woulda be in as good a 
positian as you are at the moment? 

A I couldn't, I would not want to answer at this monent 
but in the light of business there comes opportunities 
that you can better yourself, if you are not tied, if you 
are not hobbled, but if you are hobbled, you cannot take 
advantage of those opportunities at the moment, possibly 


not. 


40 


You would like to be in a position to be able to 
avail yourself of opportunitics which might present them- 


selves in the future? 


A I do not want to be a slave either physically or econoni-~ 
cally. 
Q Yes, but at the moment, you are satisfied to remain 


as you are, turning your oil into the pipe line and lett- 
ing the Imperial do what they like with it? 


Yell under the conditions that I suggested that...e.. 


A 

Q Yes, I quite understand. 

A Yes. 

Q But now the only alternative is to find some other 
refinery, big or small, or refine yourself, is it not? 

A Yes. 

Q Well now to go out and find a refinery toaay in /Jestern 


Canada, assuming that is our market and it is the market 


at the present time, is it not, would you not be simply 
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sharing with the nresent Suppliers of crude to those 
refineries, would you not be Simply sharing with them 
their purchasers, their sales, we would say? 

A No, not if there is a certain amount of free oil avail- 
able, you can resell it and get other markets. 

Q Now just what do you mean by that? 

A One man going into a business gets certain business, 
another man in the field he sets other business, if you 
have a reasonable amount of refinery activity why you 
are bound to stretch your market. 

Q Now, ur. Neeve, supposing you have some oil to sell, 
you are not tied to the Imperial and you have the 
production you have every day and you went to a refiner, 
presuming you could not interest either the Imperial or 
the British American except on a contract basis, and you 
went dovin to Saskatchewan, that is where the refineries 
are, there are two or three in Alberta but thev are 
mostly in Saskatchewan. 


A A number of them in saskatchewan. 


“N 


Could you expect those refineries in baskatchewan to buy 


oil from you at anything higher than the present field 


price? 
A No, 
Q No; you Go not agree with any suggestion like thet? 
A Not unless I caught one of them asi2ep- 
Q No, I want to understand that, you Go not think because 


your name is teeve" and you are not the Imperial Oil, 


that you can go down into Saskatchewan and induce one 


of these refineries to pay you anything more than they 


happen to be paying the Imperial Oil now, which, let us 


suppose, is the posted field price? 


a 


se. 
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A Well most any business concern has certain prospects or 
clients that are just ornery and they cannot get along 
with them and every man might induce some of those. 

Q You could get along, but do you think you could get along 
by adding something in your favor to the Imperial's 
posted field price? 

A No, the fellow that bought the oil is, his main considera- 
tion is what he can buy it for, he will not pay any atten- 
tion to the color of a man's hair. 

Q, Yes, I would think so0; now just for the record, itis 
Exhibit 0, that is the standard form of Royalite purchase 
contract and your contract, ur. rKeeve, is I presune this 
Gontract with the variation that you have only contracted 
yourself for a year, or is it a special contract which has 
other changes in it? 

A I think that is the only material change. 

Q Now you are interested unde: the present situation in theso 
costs and this production and this posted field price, you 
are not interested, are you, in building your own refinery 
facilities? 


A No. 


(Page follows) 
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a 
Q No, that is in the distant future so far as you are con- 


cerned now? 
A Yes, I might join with independent forces if T didn't get 
the right treatment from the major companies but I have 


no idea of going singlc- handed into the refinery business. 


MR. FRAWLEY: . Thank you, ‘that is “aQL Isnave te 
ask. 
Q MR. NOLAN: Mr. Reeve, Mr. Frawley asked you 


a few moments ago something abvut fixed prices and I think 
after a bit of discussion went off onto something else, you 
were going to give the Commission the benefit of your opinion 
about the fixing of prices, were you not? 

me Well I did in a general way. I do not beliere that the Gov- 
ernment should undertake to fix the prices; the moment you 
start to fix prices it is like a frozen face, you beging to 
die; we have got to meet the COmmon economic market and if 
the crude fellows and the major companies are the ones that 
are On one side and they have to co-operate and make a price 
that they can meet competition. 

9 Nr, Frawley seld there had been no suggestion before this 
Commission of fixing prices, but you and I know that this 
Goverrment intends to fix the price on petroleum products, 
don't we? 

MR. FRAYLEY: IT don't know what he knows or 
how he can know what the intention of the Government is. 

A I do not know that they intend to but we have all had certain 
fears that they might. 

Q Did you ever hear of a petroleum price? 


A Ana I have listened to the mumurings in the Legislature and 


well I felt that that might be at hand. 


MR. NOLAN: This, Mr. Chairman, is the petroleum 


ee 
‘eS 


o- 


F.F.Reeve 
~- 8006 = 
C2 
2 
prices Act which was passed at the last session of the 
Legislature and the effect of it is that this Commission 
or any other Commission operating under the Public Inquiry's 
Act should recommend, could come in with a recommendation as 
to the price of any petroleum products and then and there 
the Bee teen sn coanoty is cnpowered and author ized 
to fix the price to be paid in the field to the producer, to 
the refiner , tc the whnlesaler, to the jobber and to the 
retailer, so what is the good of always raising our arms in 
horror when we hear anything about fixing prices. Surely I 
am entitled to say that the intent of this Government is to 
do what this Act says they may do and that is fix prices. 
Q MR. NOLAN: Now Mr. Reeve you have something 
to say---- 
MR. FR WILEY: Fixing prices if and when this 


Commission or some other commission shall recommend, Mr. 


Nolan. 

MR. NOLAN: 
, In case a commissioner or commissioners have 
"heen appointed pursuant to The fublic Inquiries 
"Aet to make any inquiry which includes an invest- 
"igation into the price of any petroleum product 
"and the commissioner or commissioners so appoint- 
"ed by any repcrt whether made in the course of or 
"at the close of such inquiry recommend that the 
"orice to be paid for any petroleum product or any 
"ind or description or descriptions thereof be 
"fixed in any mannor for the purpose of giving ef- 
"Feet to any recommendation so made the Lieutenant 
"Governor in Council is hereby mthorized and em- 


"nowered from time to time by order to fix the 
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"price to be paid in any designated area or areas 
"of the Province,- 


" (a) to producers of any petroleum for any 


" kind or grade thereof by all purchasers 
or by all purchasers of a designated 
" class; 
" (b) to refiners or processors of petroleum for 
any kind or grade thereof by all purchasers 
or by all purchasers of a designated class; 
" (c) to wholesalers of petroleum for any kind or 
. grade thereof by all purchasers or by all 
n purchasers of a designated class; 
n (d) to jobbers or distributors of petroleum for 
um any kind or grade thereof by all purchasers 
is or by all purchasers of any designated class; 
-" (e) to retailers of petroléwm by retail purchasers 
" of any kind or grade thereof." 
And the Act, sir, is-salled the Petroleum Frices act and 


there is not much more in it except---- 


THE CHAIRMAN: You have the act in front of 
you. 

MR. NOLAN: it Ls only *tne tes Bi. 

MR. FRAWLZY: I think there was no change. 


I have copies in my office and I will be glad to give one 


to my friend and tc you, Mr. Chairman, and to anyone else 


interested. 
THE CHAIRMAN: assuming the bill was passed 
in that form, Mr. Nolan, does that not bear out what Mr. 


Frawley said, that it only contemplates price fixing if this 


Commission should recommend price fixing. 


MR. NOLAN: Jeli oi think nese 
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THE CHAIRMAN: I have not seen it and I was 
Just going by what I heara you read. 

MR. NOLAN: Mr. Frawloy takes the pusition 
I suppose and we are discussing the price of crude, that this 
Cammission is not going to fix the price of crude oil but 
this Commission is going to do this, it is going to report 
what the fair and equitable fiela price, what fair and equit- 
able field price should be paid for crude oil, it is going to 
do that. It is going to do that in dollars and cents, it is 
going tc mention an amount of money. It is not going to 
leave it in the air. It is going to put that dom in black 
and white. Now whem that is being dme my contentinn is that 
is a recommendation of the price to be paid for a petroleum 
product, that is the first step; the second step is that 


the Government, by reason of the power contained in this Act, 


will forthwith then proceed by order of the Lieutenant Governor 


in Council to make this fair and equitable field price re- 
commended by this Commission the price to be paid at the field 
for the oil, as a matter of Provincial law. Now there is no 
good in our blinking our eyes to that and that is why I put 
the question to Mr. Reeve. I was not sure whether Mr. Reeve 
is familiar with thig bill but he did bring up this question 
of fixing prices. Now I am not discussing any other part 

of this agenda at the moment or the latter part, which as you 
will Pe eber: is an inguiry into the advantages of the Govern- 
ment taking over and other matters of a more general character, 
I am only talking now about this erude petrolcum and the fair 
and equitable field price which shall be recommended by this 


Commission as part of its duty. Now I am told there is no 


Suggestion before this Commission of any price being fixed 


but the Commissior is going to report and recommend a price 


for crude oil and when that is done I say dcliberately that 
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this Government will then and there bring in, by Order in 
Council, the price to be paid for crude oil in the field, 
in other words the posted field price will be posted by 


the Government of the Province of Alberta at the price 


recommended by this Commission. Now that may be perfectly 


all right thet that should be done and it may not, but what I 


want Mr. Reeve to say something to me about, if he would 


please, is whethes you think the posted field price should 


be left as it is to be worked out as you suggest by consul- 
tation between oe producers and refineries or whether the 
Government should do it? 

I should say decidedly that the Gowernment should stay out 


of fixing prices, not only for your benefit and my beneift 


but for their ownz, 


MR. FRAWLEY: Yes, and probably if I may say 
SO--- 
WITNESS: While we were making 3109,0090 


for ourselves in the vil company we paid the Government ap- 
proximately the Provincial Government 830,000 royalties and 
then the Income Taxts between the two Governments another 
830,000, that is $60,000 that the Government gets right there 
let alone the burdens that they have put on after it Pees out 
of our hands at the pumping stations, etc. 

MR. FRAWLEY: Of course I would like to see 
the Order in Council and not the working program which Com- 
mission Counsel worked out and if I had that I would bo a 


little better able to speak. However, perhaps I can say 


what Iwant to say in one word, I say that this, that the 


Government having had the confidence, having reposa@ the 


confidence in this Commission to go out and inquire into the 


oil industry and report on certain specific matters, will 
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doubtless express that confidence in implementing the 
recommendations of this Commission and how can that be 
done without some cnabling statutue is quite beyond me, 
and if my f:riend thinks that the recommendations of this 
Commission should be ignored by the Lieutenant Governor 
in Council that is quite another thing. For my part I 
hope and trust and that is all, that the recommendations 
of this Commission will be implimented by the orders which 
the Lieutenant Governor in Council is empowered to make 
under that enabling statute. I wish I had the Order in 
Council and perhaps Tf hud better defer anything clse I want 
to say, which is really a reply. to my friends remarks, that 
[i say here that we have heard nothing about fixing price 
and I say again that we have heard nothing about that. 
MR. NOLAN: I agree with everything that 
Mr. Frawley has said, that the recommendations of this Com- 
mission will obviously become the Government's fixed price 
and I think we all understand that. 
THE CHAIRMAN: Well gentlemen, what the 
Government might ultimately do we know nothing about and 


this Comission is not in the least concerned with what it 


may do. 
MR. NOLAN: No. 
THE CHAIRMAN: We will try to make such re- 


commendations when the evidence is all in that we think 
just and proper under the circumstances. It is enough to 
say that so far as the evidence has gone now we see no 
reason why we should conesrn ourselves with doing more than 
saying what the fair price is in the light of present con- 
ditions as disclosed from the evidence presently given. If 


the point is that,-and I do not think it is,--tnat we conceive 
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ourselves to be bound by the Commission given to us to 
recommend price fixing, we do not. 

MR. NOLAN: That is not my point at ara 
sir. My point is that prices are recommended by this Con- 
mission and those prices will become the fixed price. 

MR. FRAWLEY: Not at all sir. Probably 

your clientswill be very glad to carry out the recommend- 
ations. 

THE CHAIRMAN: Mr. Nolan, that is showing too 
much credence, you do not know what the Government will do | 
any more than wo dn. It may be what you say but we are not, 
~Z mean I do not think we are at all concerned, if I may say so 
now, with what may happen in the Legislature some time or what 
may be effected by the Order in Council because really I do 
not think we have any right to be concerned about it here,Mr. 
Nolan, do you. 

MR. NOLAN: No, but Mr. Reeve and I are. 
We are concerned about it. We are in this business and hope 
to continue in it for some time and I would like to make it 
perfectly clear that the recommendations of this Commission 
will receive that Governmental sanction which my friend says 
they will receive. 

MR. FRAWLEY: I did not say, I do not say 
anything will happen, please do not misunderstand me. 

MR. NOLAN: You said you would be very 
shocked if the Government did not implement all the recom- 
mendations of the Commission. However, it is of no impor- 
tance. All I was asking Mr. Reeve was whether he thought the 
Covernment should fix prices in Turner Valley and he said 


no tt . 


MR. FRAWLEY: Then we do not need this 


Statute. 
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Q MR. NOLAN: | Mr. Reeve, I was going to 


ask you one other thing, when the prices were changed in 
Turner Valley, I mean the posted field price, was there 
any public announcement made in the press by the Imperial 
Oil as to the reason of it being changed or do you remen- 
ber? 

A I don't remember that there was. 

Q You told us that there was no discussion so far as you knew 
with the producers but I was wondering if you had any memory 
Of a public press announcement at the time? 

A Other than there was a press announcement but I do not know 
whvre they eminatecd from. 

Q Do you know whether or not the reasons for the change were 
contained in the announcement? 

A I believe at times there were reasons expressed. 

Q When you say that you thought that the unwarranted burdens 
on production should be removed I think those were your 
words, Mr. Reeve, the unwarranted burdens on production 


should be removed, you were speaking and considering such 


things as the Income Tax? 


A Income Tax? 

Q The restrictions of the Conservation Board? 

m=) §6Yes, 

Q Those were the mains things, were they? 

A hose are the two mains things and there are other things 


that might be taken into consideration, that there should 


be more co-operation on the part of the railways to extend 


Our market. 
Q@ Then you said you thought the oil should be stored by the 


major companics and you gave an estimate of the amount of 


storage that would be required, have you consid¢fed what 
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price should be paid for Btorage of that kind, ir. Reeve? 
No. 

You have not gone into that phase of it at all? 

Only as it might enter into ay own individual activities, 
I have not gone into it from the general standpoint. 

But you thought that there should be a winter rate and a 
summer rate? 

I think that would be the practical way of inducing the 
major companies to store for us. 

But you are not able at the moment to help us as to what 
those rates should be? 

lio. 

And you said something about the contracts entered into, 
these general contracts, with the Koyalite and the 
British American, they have their advantages as well as 
their disadvantages, lir. Reeve, from your point of view? 
Yes. 

You sell all the oil that you are permitted to prodmce to 
One company, do you not? 

Yes. 

And you get paid for it? 

Yes. 

That means to say that you have an outlet for your pro- 
duction, assured to you for the whole life of the well 
if you enter into that kind of contract? 

What kind of a contact? 

I mean if you enter into a contract whereby a major 


company agrees tc purchase the production for the life of 


the well, then you know you will be able to sell all the 
> 


oil that that well is pernittea to produce? 
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Z do not know that they will be diligent in searching 
for e811 the ilarket which is available if it is tied up. 
L pee what you mean, you think it would be better to 
have it on a term, you albeede a year and that cee the 
arrangenent which was eme to? 

Yes. 

But it would not be, the company, the ma jor company must 
have, they couldn't have contracts with everybody for a 
year, could they, or they would not be assured of a sup- 
ply, looking at it from their point of view? 

They have their own reserve and of course they have so 
many of these independents, so-called independent com- 


panies tied up that I do not think we need to worry about 
then. | 
You mean tied up by contract? 

Yes. 

But after all these contracts are entered into volun- 
tarily by these people, are they not? 


Yes, but some people need protection, their judgment is 


not good. 


Yes? 
And I do not think it is good for the State to have them 


tied up that way; of course I appreciate they come to you 
and they want 25 or 50 thousand dollars to finish their 


well and they are like the fellow that goes into the bank, 


the sign on the dotted line. 
Yes, woll perhaps it is a good thing? 
I @o not mean to be unfair to the sajor companies, I think 


they have to have definite arrangenents to know where they 


are at. 


Quite so, but in your view they should not be entered into 
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for a period of longer than one year as I understand 

you? 

ri road not necessarily rostrict them to one year, they 
have their side of the argument but one year is very 
satisfactory to me. 

Yes, yes, I see. Now if the fiela price is posted in the 
Valley, co you think that all the producers should gell 
at that posted field price or should there be some pell- 
ing under it or aver it? 

Well if we sell to a common purchaser, certainly they 
Bhould all share alike. 

But supposing you were going out to widen your market, Mr. 
Keeve, supposing you had your own surplus oil and you were 


to reach out and widen your market, would you widen it by 
Belling gt less than the posted field price? 


Possibly, 
That would break the posted fiel@é price then, would it not? 


Possibly not. 


What I cannot understand is how one nan can be selling at 
one price and the other at another without forcing the price 
down; pow am t wrong about that? 

It might force it down or it might force it up, if the ul- 


timate result war a broader market it might raise the 


price. 


And the market you are speaking of is where, Western 


Canadian markets ? 
ve cannot go beyond that with qacpresent supply except pos- 


sibly you get an adjustment of freight rates with the rail- 


way and let us slip 4a Little into Petrolia once in a while. 


Because you subscribe to the theory as I understand you 


that there is a line beyond which the logical production 
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Will not economically go? 

Yes. | 

And the feeret is the one now presently supplied by 

Turner Valley? 

Protty much. 

Well then does that create a new market or does it take 
some of the market away from one of tho companies that ane 
now enjoying it? 

Well there va. the economical border line lies somewhere in 
the Bast and the independent supply might break a little 
further into that market than the major companies are pre- 
pared to go. 

Now why, why would they gc further, how could they go fur- 
ther? 

Well if we had a quantity of oil. stored up in the Spring 
here and there are some Zellows in Saskatchewan that cannot 
get it at the right price, at the price they went from you? 
Yes? 

They might come to the independent and the independent 
might lower his price to capture that market. 

And sell it to him at less than the posted field price? 

We want a free play of the economic lava. rather than 

any restriction either from the Government or possibly 


from the ma jor companies. 


You want to be free to sell at any price you like, that 


is your position is it not’ 
Yes. that is at some times; after I have made a definite 
> 


contract I do not want to ler that? 


THE CHAIRDAN: Have you considered the pos- 


sibility of that leading to an economic war 
you did that, if you broke 


as between 


you and the major companies if 
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their field price might they not cane along and sell at 
so much less than that again? 
A There is a possibility of that action but this oil bus- 


imess is so now that we just simply had to close our eyes 


and ‘chwalong. 


You see ilr. Nolan suggested to you that that would inev- 


cD) 


itably follow if you are in the sane market, you would 

not increase the jarket, you would simply be selling to 

an independent refinery something that would otherwise be 
eold to him by the Imperial or by some other major company? 

A Well two salesmen go out on the road and they have their 
respective houses back of then. 

Q Yes? 

A One salesman will stop here and say "I cannot go further, 
there is my price" ana the chances are the other salesman 
may reach out a little and in that way we may broaden our 
market, particuarly to the wast, Stadia realige---- 

Q You take less? 

A Yes. 

Q That independent refiner that you are selling to, either 
needs that oil or he dces not, to supply the market whioh 
he has, is tlt right? 

A Yes. 

Q And if he doesn't get it from you, he is going to get it 


from one of the major companies, he is not. buying it just 


to please you? | 
A That would apply for the most part but there isa market, 


Sp baud in independence, we do 
maybe 5% or 3%, it gives UB 4 certa p ‘ 


not like to feel that the Imperial, although they are 


Going very well with this business, are absolute dictators 


any nore than we would want the Province to dictate as to 


what we can get. 
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@ I am not saying there is anything wrong in what you are 


suggesting, 1 am just examining into whore it aight 
lead, if you cut their price it woulda be reasonable that 
they would cut yours perhaps? 

A They might, but probably not; they would be selling 50,000 
barrels of oil to my one, well they are not going to 
bother very such with a fellow that sells the one barrel, 
he doesn't injure them enough. It would not pay them to 
cut all along the line and it is the same with the re- 
fineries, they do not bother the little fellows but when 
they get a certain size why they have ways of buying thea 
in. 
THE CHA TRi«gAN: I am sorry to interrupt your 
examination, ire Nolan. 
MRe NOLAL : That is all right and that is 
all I had tm ask. 

ib bake FRAWLEY: ire Reeve, I did not ask you 
about, both mr. Nolan and myself were assuming that at the 
best you just have to share the sarket in Jestern Canida 
that is now being enjoyed by some of the others, principally 
the major companies, 4 overlooked the question of displacing 
foreign oil, is there enough foreign oil coming into 
western Carada to worry much about at the present tine? 

A Well it is about « thousand barrels a day I understand, com- 
ing over here in hefined products by the Texaco. 

0 I am going to discuss that separately, excepting the Texas 

Ough crude oid or refine. 


Gompany, excepting the, is there en 


products coming into, well let us take it separately, is 


there enough crude oil coming into the refineries in 


Western Canada that need cause Very rluch concern from the 


marketing standpoint? 
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Well, from isontans now there is not enough to oause us 
any concern but then we are faced with this situation, 
we have not got any sufficient reserve there, left over 
fron last winter and there may be some excuse to bring 


it in before we get through with the Beason. 


(Go to number 8020 ) 
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“6ll now, that is if the Fall market you think might 
be such as to require hiontene crude to come in te 
Supply even the ‘estern Cansda market? 

A There is no doubt that there is many of the vells in 
Turner Valley nov are operating at a higher ratio 
than they should for their ultimate good. 

Q I would like tu discuss that with you and that seems 
to be a matter of engineering opinion. You have 
Some knowledge of it perhaps? 

A well it is s prectical opinion. «we know it. 

C But what will be the situation in September and 4ugust 
Will depend on what recovery there is in the meantime 
in bottom hole pressures and things of that kind? 

4 ee know that the wells in the Valley, many of then, 
are being overviorked. 

C Is th: t detrimental’ 

y) The fact we have not got a supply on hand here will 
give the companies an excuse to go cver to Montana. 

Q Is that Getrimentel, I mean if a well is given an 
allovable greater than it csn make, what, if anything, 
is it hurting, and who, if amyone, is it hurting? 

A They are not-onty hurting the reserve gas energy 

of the field Gost a wt surrounding, but they are injuring 

their own opportunity of the greatest ultimate recovery. 


@ That latter one is something that is wholly within 


their control is it not? 


bh Noe 
Q ona 
4 If I have got a good well here and you ask me to produce 


more than I should, enc there is another well aeross 


the fence here that don't consider anything about ultimate 


r 
whan 


\ 


yeah 
= 


oe. 
euf 
a 
ae) 


, 2 
oa} 
eS 
ow 
rEE 
obed 


ee 

Es 
De as as 
wed 


Ke, . 
ahs 
ne 
re 
sca 
5 


ae 2 es 
be, = 
’ : a 
: = ; 
i An a - 
ey tS s 
‘ 4 
eS e ” Fi 
é ey % 
Cy E E fe 
re: oe a we 
- z . on : : 
i : 7 
re re es 
oy 
‘ ‘wet . 
a 
ont 
\ 
net 
at a: 
- Me t 
i ra Ms 
4 
+ 
we 8 
os me 
~ me 
: a ~~ - 


TH2 
‘ ~8021- 


Francis F. Reeve. 


recovery but 411 they can get now, if they go ahead 
and waste their power energy I am compelled to gy 
ahead and do the same or they will pull more oil away 


from me. 


re) 


Good business sense, but what if that company you 
describe as being across the fence from you should 
have the same regard to future energy? 
4 Unfortunately a lot of our companies have not got too 
much good sense in management. | 
C I just want to ask you about this .estern Canadian 
Market agein. My understandins always has been, and 
I want to know what you know about it as a man in the 
business, but my understanding was that right now we 
eee supplying practically all, if not all, of the 
refineries in “estern Canada from Turner Valley. 
"“@ll, there has been telk of Indiana..... 


Illinois oil you mean’ 


=- © & 


meernors Oll.. 


XD 


They are not supplying any refinsries. Yes, they 
might in “innipeg perhaps. I do not know whether any 
other than Turner Valley crude is going there. There 
might be some Mid-Continent or Illinois crude is coming 
in there. It is a mark: t which we have to give up 
anywey. "e know that Sarnia gasoline is going as 

far “est as Portage la .rairie. But cutting off 
“estern Canada at Portage la Prairie, Turner Valley 


is now supplying all the refineries is it not, as 


far as you know! 
A 1e11 I do not know as to that. 
Q Thank you, liz. weeve. That is all. 


q Me. COMMISSIONS LIPOSTT: How, in your opinion, 
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Should the posted field price for crude be fixed‘ 
How should it be arrived at? 
Ef our Oil and Gas Association were not under too much 


dominance from the major companies, and that fault 


lies in ourselves in that we have given them the practical 


voting power in it, I think there should be some way 
of the independent producers and the major companies 
discussing the question and after all their interests 
are mutual. They know the competition from across 
the Line and they should arrive at some conelusions 
and fix a price which would go down much better than 
having the sajor companies just fix the price without 
consulting us. I do not say thet we should expect to 
dictate to them in sny way. I think ve should reason 
2% Out together. 

Has that ever been done in the past by the major 
companies? 

No. 

ks fer as you are concerned: 

Noe 

As far as you are concerned you just found your price 
cut down from 31-52 to ,1.50? 

Yé@s, 

Without any consultation?’ 

Yes. 

TH? CHLIRMAN: | And with the explanation 
in the newspapers: 

es: 

Me. CCM'ISSIONa: LIPSSTT: Do you know what that 
explanation was? 


Compe ti tion from other sources. ‘ve were told at one 


ee 
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time Montuna oil was a big item of compstition but 


we know today that Montene nas practically solved 


their problem for the disposition of their crude. 


£ 


Now you went on to say also, Mr. Reeve, that the 54 
cents in the pipe line rate, that thet should go to 
the producers, the crude producers? 

4 Penink .So. 

al Has thet ever een considered in conjunction with the 


major companies at all‘ 


4 No, not to my knowledge. 

Q It is not in force yet is it, thet lower rate; 

4 No. 

si Mhen in reference to this getting crude into the further 
fast, I suppose your view rather is that somebody 


interested exclusively in Turner Valley would be more 
active in pushing cruce further sast than would a 
company like Imperial which has a refinery down at 
Sarnia and one at Regina, anc has other sources of 
Supply? 

A There is no doubt about tht. The Imperial or any 
major company are bound to buy their oil wherever they 
can get it cheapers I believe in some cases they teke 
into consideration local feeling. But we in Turner 


Valley have pretty much got to depend on our own 


initiative. 

q Of course the Imperial has a very big interest in 
the production in Turner Velley also’ 

A Yes. That is a safe position possibly to have. They 
want to make a profit on their crude the same as the 


Fost, Of US. 


Q THES CHAIRMAN: Mr. Reeve, Supposing that 
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this desired meeting were brought about at which it 
was intended to discuss all the factors that should 

be tsken into account in arriving ata fair and equit- 
able field price. Assuming that meeting did take 
place, hat do you sey should be considered at that 
meeting: ‘hat in your judgment as a business man 
should be taken into account from the sténdpoint of 
being feir to both sides? 

“Vell the price is the main thing under discussion. 

The Imperial and the B.4., and the other refiners 
would give us their side of the story. They have 

the facts as to their eompetition or their opportunities 
from the foreign market, and if they gave us a fair 
explanation I think we would be pretty wall satisfied 
to let them take the lead in establishing @ price. 

Bs I understand you then...... 

“e would want to guerd ourselves anc bind them to 

give protection in the right proportion of any ad just- 
ment, not favour tne refinery end. 

Yes? 

The only discussion of thet sort that we did have was 
test Fell, on pipe line retes, and we got some ad just= 
ment at that time. ell I think most cf us realized 
we were not getting enough adjustment but 1 know for 
myself ve had in ming when spring ceme on and the amount 
of production was a little more certain we could go 
back again and get a gre: ter reduetion on our pipe 
That was a sample of what should have 


line rate. 


been done although we did not accomplish that we 


should have or hoped to do- 


You see wheat you.are proposing in a round teble discussion 
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would appesr to be the very thing that we are called 
upon to report about, namely, what is the fair thing J 
I assume fairminded business men sitting around a 
council teble trying to arrive at a fair result, each 
Side will bring forvard matters that should receive 
consideration. Iam just asking you to picture your- 
self at a table with the buyers of crude oil. .hat 
Should be put forwerxd Tee be the bomentitiee price 
the only thing, what they can buy crude elsewhere for? 

A That has got to be a very large item in arriving at 
any decision. 

Q Yes, one can follow that. Is there anything else? 
Because aside from the matter of quantity of which 
you speak there would be no purpose in meeting if the 
competitive price were the sole factor, is that not 
so? 


Yes. I think thet if we got together and sav each 


b> 


other's view, it would make a lot better feeling 

on not only this question but there is the question 
of taxes and railroac rates and the Gonserve tion 
Board. I think ve should meet with the Gonservation 
Board more often than we do. There is a lot of things 
they do we don't like. leybe if we got their angle 
we will get along much better. For instance we were 
told to start off with the Conservetion Board put 

our wells in the middle of the 40 acres. Now they 
come along and we have got land beside us and they 

let those fellows crowd over en to us. I submit to 
you that it is possible, if it is within their juris- 
dietion, they have too wide pover. They should be 


restricted pretty much to the same povers as @ policemsn, 
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and not “hat you might call legislative powers. 
They come over here and eneroach on my border line 
and if I have 31,000,000.00 vorth of oil there they 
Might be taking ,200,000.0c vorth of it. 

Q You say they reguired you to £O into the middle‘ 

4 That was the first order that came out. 

os Yest 

A 40 acres for 6 well. If less acreaze than that, 
certein handicaps which practically made it 4U ecres, 
and the well in the mid¢éle. Now we want to stick to 
that pattern without there is an awful good excuse. 
On locating the wells to the ‘.est of us over towards 
us there is not sufficient excuse because the Okalta 
have established they have oil over there. And another 
40 acres tast of that should surely establish a safe 
place to drill a well. There is no logical reason 
why they should erowd these wells over on us. 


It would be fair to say the effect of your evidence 


£ 


then is that the field price must be largely governed 


by a price arrived at having regard to true competition 


from other fields? 
4 Yes, I think we heve got to consiuer it in its economic 
aspect and its reality of what other fields will bring 


oil in here at. I realize that even might put some 


of us at a loss. It might not be a question of making 


money. It might be a queStion in some cases of how 


little you can save yourself from Losing. 


I take it you also have subscribed to the idea put forward 


3) 


by Counsel thet the producers in the field could not 
Continue to produce, much less to explore and enlarge 


the field, if they are operating at a loss? 


. noes 
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A No. There is very fer of them with a reserve. The 
refiners would be the only ones that could hope to 
do that and they might dn it from their other resources. 
ae That would be because of their integrated position 
as producers, refiners and marketers? 
v3) Yes. 


In your view then, they would be the only people who 


&> 


could continue to operate as producers ina field 
in which the competitive price r:quired the producer 
to produce at a loss? 

A ll I think this, if the economic laws are given free 
play thet if ve produce and are producing at a loss 
how,, any oonsidercble number of us, that it will 


@liminate activity and then the price will go up. 


om) 


hay, if it can be. bought in foreign fields for les, 
why would anybody dropping out in Turner Valley matter* 
A “ell if you could build a fence around us and keep all 
foreign come tition out, I would not...... 


@ But just the other way about* 


4 I would not argue..-... 
Gh Foreign competition you think now determines the pricef 


That is to say the producer or the refiner will not pay 
more thea he can buy elsewhere, than the price at 
which he can buy elsewhere? 

4 Not usually. 


That is vhat I understood from you. 


A There is one company, I think, that ms taken into 


Gonsideration public sentiment. \.e did advertising 
against using Montana oil, anc I think even before 
thet they took that into considerstion and olosed down 


their refinery at the Border and used Turner Valley oil, 
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I think st a financial loss to themselves. 

Q You refer to the Imperial? 

4 To the B.A.,in particular. 

a Iam trying to get at the things thet are behind 
Felining/ if I can? 

A I think it might not be within the submission to the 
Commission, but I think the vital things in this 
oil situation is to remove the burden placed upon it 
so thet we can mest foreign competition. 

@ Guite so? 

A This Income Tax is a tremendous itemageinst us. ‘ie 
have got a good many sins of our own like over-capital- 
ization and mis-management. I think we have to work 
out most of these problems ourselves. 

Q Having removed all the costs that can be removed I 
Suppose it is not importent to put it in evidence, 
it just follows as an economic fact that nobody can 
deny you could not operate the field at a loss indef- 
initely? 

4 Me, but it isa good déal like it used to Deésonwtnhe 
farm when we raised potatoes we would all go in for 
them in certain years and cown would go the price. 

The next year we would stop raising potatoes and go 
into cauliflower and up would go the price of potatoes. 
It will have to be that in a certain degree in Turner 
Valley. 

Q That is just what I was wondering vhen you s@id that. 

I just vas wondering if thet was so. If it is big 


enough. If it is right that these buyers do not care 


where they get it, what would it matter to them tomorrow, 


as buyers and not as procucers, whether Turner Valley 
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were functioning or not. If they could get their — 
erude oil at the same ,rice. elsewhere? 

A '@ll in the main they ere dependent upon Turner Velley 
now for their crude oil, and they are not going to see 
that industry wrecked as for ss production is eoncerned. 
They cannot get their recuirements in liontana nov if 
they wanted to. 

Q You think Montana has ceased tc be a competing factor of 
importe nee? 

4 it has ceased to be a menace. Of course, I appreciates 
the fact they are now beginning to develop in Turner 
Valley end it misht in future years bring them tack 
again as 4a stronger factor, but just nov it is nt a 
Strong factor. 


‘ve were told yesterday thst the 4llinois, of which ve 


2 


have heard something, is nov being brought uncer control 
and the field pro-rated ané so on. Do you know anything 
about thet? 

4 I know that there is an endeavour down there to pro-rete 
it. They have not accomplished it yet. I believe it 
Will be eccomplished and the fellows down there work 
out their own salvation. I think a lot of the indepen- 
dents are being bought up there by the major companiss 
and probably the situation will in a short time correct 
itself. And then they are displacing the oil that 
they brought up from Oklahoma. They are curing their 


own situetion the same <:s l'ont=ne has. 


ie) 


Do you anticipate that as a result the henitoba market 
will return to you in whole or in part’ 
4 Pithink so. I think some of the railroads’ ~ I°§aiar 


that the railroad rates favour the Indiana fellov. agc inst 
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our fellows. 
hae PRS Lal: Illinois you means 


4 eS Ll TOS. 


Re) y 


THA CHSIRMAN: You have spoken of 
particular things that you think are burdens and 
increase the costs of producing oil. Supposing we 
Just deal vith them one at a time. I would be glad 
if you would give us the benefit of your view as to 
whet we should recommend about it. “het should be 
done about it: Take for exemple the Income Tax. 
averybody h-s to pay some Income Tax if they have an 
tneome, of course, of any sizes ~Vhetedor you vweeyevs 
wrong about your position over and above what other 
people in the country have to pay of course as citizens 


of the stats. 


4 'e@ are ina peculiar hazardous business, just like 
mining. ‘te put down a vell and we might get nothing. 
- Yes? 


4 On the other hand we might get a big return. tis = 
hazardous job. I think that it might be asking too 

much to go as far as they did in the mining case. 

I would not object to them doing it, and givirg us 

three years without any Income Tax. But as 1 pointed 

out our depletion on nev wells is possibly A0<o of 

the possible recovery. Yell, we are only allowed a 


depletion of 25%. It is not bessd scientifically. 


2 Assuming you had your vey, whet would you sey should 
be done; what would be fair to be done; 
A I should say that there should be no Income Tax until 


all the capital has been returned to the tre-sury, all 


the gapital invested. 
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Q That is legitimate capital investment, prudent invest- 
ment? 
my Yes, I woubd think the “overnment should place a limit 


on that becsuse some people will contract maybe 
wl50,000.00 is the right price for the well and somebody 
might make a foolish contract for %200,000.00. I do 

not think the thing should be left wide open. 

Gi You are saying assuming it is a prudent investment, 
you think they should gst their capital back before 
there is esny Income Tax paid? 

hb Yes. Because it is a depleted asset. It is not really 
a dividend as we announce it in the papers. It is a 
return on capital we are getting. 

Q All right, thet is what you would do about that. Then 
you have told us with regard to the failure of the 
Board to let you withdraw oil as you think they should 
in the winter, and perhaps permit over-production in 
the Summer. Do you think the remedy lies in the major 
companies providing storage and a winter rate and a 
summer rate being set up so as to recompense them for 
so doing? 

4 Yes. 

Do you think they would be happy to do that if the 


2) 


avowed purpose of storage vas that you could cut 
their prices with the independent refineries, lir.Reeve? 

A Now that point would heve to be considered. You could 
not expect them to do that. Of course, if you considered 
that storage as a chzrge on the pipe line, and it 1s 
regulated so that there is fairness to all concerned, 
that would be all right. But just to go to them 


as a business proposition and ask them to store your 


dies. Pe 


eed rg 


Rah Ay a 


ee 


ne ; 


ee ae fe 
eS 3 


T+2 
13 


Francis F.Reeve. -B8032- 


Oil so thet you could geet a better customer than 


if it was produced in the Spring would be unreasonable. 


wD 


To get their customers away from them it does not sound 
very sensible from their standpoint. why not set Up 
your own tanks’ ‘e have had witnesses suggest that? 


A Pewou.d have done thet.<..s 


3D 


if it is such good business why not sey to the Conserva- 
tion Board "Now subject to what is efficient production 
we would like to store." Mr. Fisher seemed to think 

that would be good business, and buy your owni 

4 That would be good business in many cases, Unfortunately 


we are not permitted to do that by the sSoard. 


2) 


No, but we are now talking about “hat should be done 

and not what they do do, but what they should do? 

A Undoubtedly the Board should permit us to operate our 
wells in the winter time at the optimum rate if we so 
choose. 

s “het you contemplate, as I understand it, is having 

something in reserve, getting on hand more oil than 

you are actually selling in the winter’ 


A Yes. 


That must be put somewhere. “e appear to be agreed 


£ 


that perhaps the major companies should not be asked 
to provide storage that will serve to do them harm. 
“het I am putting to you is, is there anything in 
what the witne:s Fisher suggested that you should be 
allowed to do that and that it coule be made effective 
by eech company providing its own storage? 

4 The ideal solution would be for the major companies 
to handle it because you have a well and you put up 


winter storege for that fixed particular well and when 
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that well is depleted the tank is left out on the prairie 
possibly for scrap iron, But if the major companies 

had that storage, the storage is available for your well 
today and somebody else's well tomorrow. That is the 
greatest economy in the question. But if we cannot get 
them to do that I think the individual company should 
have an opportunity to operate its wells at the most 


efficient rate. 


Q And if he wants to provide storage all right, and if he 
does not all right? 

4 Yess 

& Taet ie-up to hin? 

A Yes. 

S You think no consideration should be given to his 
neighbour not vanting storge, it should not preclude 
him from getting storage’ 

A I appreciate individuel activity would bring back the 
law of the jungle to the field. Some could not afford 
to buy storage. That is another reason why the major 
companies would be the proper ones to handle it. 

I think they have been getting themselves greatly 
added storage and they may have this in mind. Maybe 
with the price adjustment between Summer and winter we 
could bring it about. 

G T a T understand your views on that. Now with 


respect to these perpetual contracts thet you say bring 
about a state of servitude. ‘hat do you say should 

be done about them so far as we are concerned in 
offering recommendations that we hope will sesm to be 
fair ones to everybody. “hat do you suggest: dere 


are the contracts, as Counsél pointec out, entered into 
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volunt-rily and they are there, You say ey have a 
bad result. ‘h-t do you think is the answer? 

4 i know it is easier to state a wrong than it is to 
find a remedy. I think there are certain cases «here 
you could not do things beyond a certain limit. 

Q Is it your suggestion that for the future no such con- 
tracts should be permitted, or that the existing ones 
Should be changed, or that the usual rules applicable 
to contractual relationship should continue to obtain? 
“hat is your thought’? 

4 Lam very jealous of changing anything that has once 

been done. They have done it presumably of their own 

free Will. Of course, as I pointed out there is 
question, they get their well down to within a few 
hundred feet of the lime ané they need $25,000.u0 

or 350,000.00 to finish it, and they just sign on the 

dotted line. That is a deplorable state that they 

get into. Their property has no sale value. If 

they want to discontinue producing they cannot sell 

it. They have nothing to sell. 

If they do not sign on the dotted line, as you suggest, 


ce 


I suppose they would lose all they nad in if they 
had not the woney to go on% 

A I would suggest possibly a time limit for assigning 
this oil. You would have to approack it more from 
the public standpoint than from the individual. 

Is it wise for the Province to hsve all this oil tied 
up on perpetuel contracts, and no elasticity: It is 
putting themselves pretty much at the mercy of the 
major companies as well as your individuals. 


In respect of tne Goneys that they claim through you, 
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their royalty and their tavyation? 

4 It is tending to put the oil industry all in the hands 
of a few. After all, the independents, it is as much 
due to the independents this development thst has gone 


on in this field and it will. be in the future. 


a Is it your suggestion that existing contracts should 
not be interfered with, but shouléG have a time limit 
placed upon them by the interpoletion of a statutory 
clause? 

A I think there should be some limit to contractual 


relations. The same as we have had in reference to 
our leases from the Government. 21 y:ar leases from 
the Crown. 

Q “hat would you do about these people who got their 
money to go and drill their wellsY They are the ones 
you point to, only upon the condition they would sign 
the contract. They have got their money. They have 
the well down. “ould it be fair to the person who 
puts up the money to say "Now we Will change the 
contract"? | 


A I do not believe it would. 


Q I was wondering hoy the thing struck you? 

4 I do not believe in changing eny contrect that alreddy 
exists but I do think..... 

q You think the application of any statutory restriction 
of the character being discussed shoula be for the future 
only? 

& I do not believe in ex post facto laws. 


(At this stage the Hearing was adjourned until 2 P.M.) 
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y300 «’. M. Session. 


EXAMINATION OF MR. REEVE CONTINUED: ) 


} 


a 


THe CHs.TRMAN: | One more thing, Mr. Reeve, 

I would like to ask you about, the last burden of which 

you made mention with respect to which you thought 

something might possibly be done, was with regard to the 
railways freight rates, as I understood you? 

Yes. 

What do ycu suggest we should sensibly recommend about that? 
Well, I have not the definite data to make any very concrete 
Suggestion but from the press I see that there is certain 
discriminatory factors in the present freight rates, 

but I cannot speak to those definitely though, and then 

o4 other point where the railways or the Government 

could be of value to us would be possibly be to make some 
concession on the part of the railways and some bonus or 
help from the Government to broaden our market gradually 

as we are in this transient period from developing from 

a purely ‘Jestern Canadian market to a broader market, it 
would be more economical for the carrying of oil possibly 
that way than the pipe line as our present situation advances. 
Do I understand you that you think there should be a 
Subvention as in the case of coal, for example? 

I think that that probably would be at least a temporary 
Solution for the deadlock which we have reached with our 


present amount of production. 


MAJOR LIPSETT: Mr. Reeve, on the question 


that you were talking of before lunch about this price, 
the posted price of crude, susposing at this meeting with 


the companies, the major companies and these indenendents, 
3 


that it should come to a deadlock, you find that they are 
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inclined to give you too low a price or a price that you 
cannot continue to produce at, have you any suggestion 
how that deadlock might be solved? 
No, I would not want the Government to intervene and set 
arate, but I think if we guard in every = we can the oil 
business from becoming a monopoly there wi':l be a certain 
fluency to the trade that we can get eround the deadlock. 
, liow do you Suggest it can be guarded against or should be 
guarded against? 
Mell, the main point [I had in pointing out what I thought 
was the iniquity of these perpetual contracts was one 
point; what you have accomplished in lowering or recommending 
&@ lowering of pipe Line rates is, will be a great cure. 
You séc if you are going to guard against monopolies by 
interfering with these perpetual contracts, that means, 
doesn't it, that you must interfere with contracts? 
in that measure, yes. 
and you think that that------ 
I think that would be justifiable but I would not like to 
see the Government step in and set an arbitrary price. 
I think it would be a handicap to the developing of a 
larger market. 
On the price question, you see, we have omices, Io think, 
of $1.16, the present price of $1.50, and we got a price 
of $1.50, which was also regarded as the minimum; now, 
Supposing you got that deadlock, how do you think that 
could be solved? 
I think that the law of economics should solve it, I do 
keen competition from Montana, I think 


hot look for any 


if things are allowed to work out the tendency will be 
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up rather than down; the general belief is that the oil 
market in the United States is looking towards a brighter 
future. I know that there is no material amount, if any, 
of erude oil available in Montana now, that is ona 
competitive basis with our stuff at the moment. 

Would that rather not assume that you have some free 
competition? 

That is what I want to maintain in every way we can, and 

I realize that the major companies that are established 

are hard opponents to compete with, they have unlimited 
resources and they have built up an efficient staff; 

On-the other hand, 1 would not like to see anything that 

would be unfai#¥ to them because, after all, we want them 

here, we need their money. 

Yes, I quite appreciate that, but supposing you felt that 
you could not operate at less than $1.50 and they said 

"No, we will not give you any more"? 

Yell, the very fact that drilling has Slowed up in the 
Valley probably is a partial answer to that, and from now 
on it looks as though the demand would be more than the 
economie supyly, it would argue for a raise in crude oil 
prices, if anything. 

You think that even if there was something in the nature of 
@a monopolistic situation that the economics would finally 
compel am economic price to be given, which would encourage 
further drilling? 

Seeetetnink that is it, it Lies in ourselves rather than 
in the Government to work out that solution. The moment 

the Government steps in and undertakes to set a rate there 


is not going to be enough elasticity to meet the situations 


as they arise. 
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Is there any danger, as you see the situation, that the 
weaker owners of land or the weaker producers, might 
ultimately be squeezed out? 

The tendency is for the Over-capitalized companies, those 
that are not established on a sound basis, to go to the 
wall, but we do not want to jump into a worser situation 
than we are, to do anything for them, We will have to 

let economy take its course. 

You think the ordinary independent company if well managed 
willstill continued to exist? 

I think so. 

tuke FRAWLEY: wire Keeve, I want to discuss 
with you, just for a minute this question of your deskre or 
your views that the Government should not be fixing the 
price of crude, now just to explore your mind about: it 
properly, you say that the price would not be elastic 
enough, I am quoting from a few notes you left with me a 
month ago, we do not want the Government to set the price 
of crude because (a) would not be elastic enough (bd) might 
be too high and caused loss and (a) might be too low for 
economical operations, now assuming those are the reasons 
that you assert for not desiring the Government to fix a 
price, what difference would there be then under the exist- 
ing situation, are those same dangers present today just 
the same as they would be if the Government fixe.d the price? 
No, when it is in the hands of private enterprise they take 
notice of the different conditions that we have to eet or 
regulate and the Government bodies will do it. 


Now at the moment there is a fixed price, this field price 


is a fixed price, is it not? 


In one sense, yes. 
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Well it is made and established ana left there? 

For practical purposes, yes. 

Snd it was you s.y made ana established or posted with= 
Out any reference to your company? 

True. 

Just to discuss it, I presume you would get at least as 
good treatment from some Governnent Board, would you not, 
that you would not be told anything about it? 

I will take my chances with private enterprises rather 
than---- 

Rabher than with a Government Board? 

Yes. 

Then you are just constitationally opposed to having, you 
would rather have it fixed behind your back by a4 private 
company than have it fixed behind your back by some Govern- 
rent Board? 

£ do not want it fixed behina my back by a private company, 


T would like to have them call UB into conference. 


Yes? 
And give us the reason, 
You would like to change that (a) but equally (b) ana (c) 


may be too high and cause loss, it might be that too, if 

it were fixed by a company’? 

These rules would apply to either. 

Yes, and then it regains then that it would not be suff- 
iciently elastic and that would depend upon the good sense 
of the Board or the engineers or accountants who may be 
advising the Government Board, it would come to that, would 


Bo NOG? 


It might be a lack of good sense. 


Ves. that is true, you think that there is an over supply of 
be) 
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bad sense on the part of Government Boards? 


Peony GO s=n6t *Like-t6 say that, we all have our infirmitics. 


Now sir. Reeve, I wish you would, I would like to know 
exactly what the differences are at the moment between 
your views as to production for storage and the Board's 
rules and regulations, the Conservation Board's rules and 
regulations for production for storage, the Board does not 
refuse to allow oil to be produced for storage, does it? 

It refuses to allow me to put up a tank and put my own oil 
exclusively in it. 

Yes. Now let us see whet they do and later then we will 
get the cifferences, they are very glad and I understand 
anxious that the Imperial Oil Company should put lots of 
storage away for emergencies, are they not? 

But they have not done so. 

You mean the Imperial? 

No. 

I know but just sticking to one thing at a time, so far as 
you Know, or do you know that tho Board is anxious and urg- 
ing the Imperial to get oil into storage to provide for 
sudden demands and so on? 

That may be but I know from practical experience as a pro- 
ducer that we were not allowed to produce our optimum rates 
lest winter and now we are producing more than we should. 
Those are the difficulties but I first want to see if you 
gan tell us what the Board thinks about these questions of 
storage, do you know at all, hr. keeve? 

I do not wish to express what night be in their mind, I am 
jast speaking of the prastical application. 

That is true, then you do not know what the Board's practice 


has been with regard to getting oil produced for storage? 
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I do not charge the Boara with not being willing or of ‘ 
putting any stumbling block in our way cn that point but 
I do just express the practical results that have taken 
place. 
You told us that this morning and I do not want to just 
repeat it, you feel that storage for production, sufficient 
storage so as to give you a uniform rate of production all 
through the year is what you would like and what the Board's 
Orders you say do not allow at the present time? 
I do not think that we can get an equal storage throughout 
the year but I think we could approach nearer to ideal than 
we are working on now. 
All right, I understand that qualification and you say that 
the Board's orders do not permit that to be done now? 
Not for me to do it individually with my own oil. 
Now why is that. explain why the Board has any objection to 
thet? 
They will not allow us doing it. 
It would effect the rateable withdrawal from the field, 
would it not, it comes back to that, is that not 80? 
It might, yes. 
Whether the Board is right or wrong that is what it means, 


there is no doubt about it, that is what underlies the 


Board's refusal to you? 
It would unless there was some adjustment. 
Without some edjustment, now if it is only an adjustment 


required, that should not be a stumbling block, what do you 
mean by that? 

The ultimate amount that we can take from our lease would 
depend upon every rule of the Board, they might make some 


changes in their rules 80 as to permit us to do that and 
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take out the same amount of oil. 

Let me see if I can express this, it may be there is no 
difference in the Board's mind and that is what is most 
important, if you entered ths Board's room tomorrow and 

said "I have plenty of storage, I have just completed 

erecting it, now I want to produce my well to fill up that 
storage", now that is your bald statement to the Board and 
what would they say to you? 

They would say "You cannot take your oil out and put it in 
storage without you take it from the common pool". 

Yes, and why would they say that? 

I presume it is their ides of justice as near as they can 
approximate it. 

It is their idea of a rateable withdrawal from the common 
reservoir. is it not, that is what it sums up to, is it not? 
Yes, 

So long as we understand what the present rule is, as against 
your suggested recommendation, now I just want to ask you one 
short question, the Chairman was suggesting to you a situation, 
what the situation would be at these conferences which was 
suggested, there is a conference now between you, you producers 
of crude ani the Imperial O11 and the British American as the 
principal buyers of erude and all the refineries, and the | 
Chairman was asking you to tell him what would be the consider- 
ations which would come before that meeting to arrive at the 
fair buying price, fair to you and fair to the refineries and 
you said frankly that the chief consideration to be discussed 

(5 the true competitive price, an analysis of all 


was "what is 
the factors entering into the true competitive price”, that 


is what I understood, is that right? 


Yes, 
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what I want to know before we leave it, is there anything 
else and if sc what, what else would come in, what else 
should properly come before such a conference for dis«= 
cussion to enable the two parties to arrive at the fair 
price to pay for their crude? 

That is the main thing, it would be of course e question 
of policy as well as economics; sometimes it is a question 
of policy to take a little less price for your product to 
hold your market. 

That is true but that is all bound up in discussing the 
true competitive situation? 

Yes. 

You keep saying "that is the main thing" and I do not want 
to put words in your mouth but is that the only thing which 
would come before it? 

That is the meat of the situation. 

Well this extraordinary situation with you people who have 
certain costs, would that never come up at all, one man 
saying "well I cannot sell for that price, my cost will not 


let me"? 


The costs, our costs, taxcs and all, would have a bearing on 


it. 

Well what bearing and to what extent, at this meeting, this 
conference to discuss the fair price for the crude, now what 
would be the discussion on the matter of cost? 

I do not believe that we can arrive at the fair price. [I 


think it is beyond human power to arrive at the fair price. 


1h Wee A ? 
Now do you mean "price’ or vost 


Price for our oil? 


You mean the price to be paid to you? 


Yes. 
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Q Woll why is that, because after all if you get, if you get 
as much as----- 

A You are asking a set of individuals to compete with the 
law of economics and the lew of cot ncit oe arene or less 
been an individual degree as tb pride. 

Q Do you think whatever price whether it is posted by the 
Imperial or fixed by a Board,-that is not important ,~ the 
price that this Commission has to recommend is the fair and 
equitable one, do you think that is a hopeless task, that 
you cannot find the fair and eqmitable price? 

A We cannot, it is beyond human possibility to establish an 
equitable price that would stand, there are so many future 
contingencies. 

Q Oh, it will not stand far long but stand as lone as it is 
fair and when it ceases to be fair it is changed? 

A Well the Income Tax was put on not for all times but it is 
staying. 

Q I know but I would not like to get off on these side-issues 
if I can help it? 


J No, I didn't mean to. 


Q I wonder whether or not, to get back to the question I asked 
you, would the question of the producer's costs be a proper 
matter to discuss at this conference which would be called 


for the purpose of arriving at the fair crude price to be 


paia? 

A Some of the costs would and some are pretty much in the hands 
of the individuals themselves. 

Q Well wr. Reeve, let me put it this way, would not the sit- 


uation be that producer A would sit there and say "my costs 


Fy + 
are 75 cents & barrel"; producer B would say "my costs are 
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$1.65 a barrel; producer CG woulda say "my costs gre ere 
$1.03", now if that was the situation which the Boards 

had to face, would there be much practical value in dis- 
cussing the question of costs and if so what woulda it be, 

I just want to know all you think about it? 

I think so. There would be a better feeling if we heard 
the other side. 

Oh, there would be a good feeling about it but would it 
amount to anything, would it be any real help? 

Well it should. | 

Well now how? 

Well when buyer and seller come together and talk the thing 
over and see each othor's side and the elements which enter 
into their work, they are getting closer to a solution and 
nearer together. 

Yes, but the fellow thet had the yl.o¢ costs, ifr. Reeve, if 
he had to take the present field price, he would not, he 
would go away disatisfied, would he not? 

fell I would not place too much emphasis on his disatisfac~ 
It may be because of his internal economics but the 


tion. 


Consensus of opinion expressed by the producers should have 
weight. 


(¢o to number 8047) 
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Well, it would have weight in making for good feeling, 
that is true, betwean the producers and the consumors. 
But all I am anxious to know is, and it is something that 


is important if we can gain something of an cxamination 


of costs, of producers' costs now, then we want to do it, 


naturally. It seems to me the Chairman's question was 


a very happy one as to the conference. Now, we are 


visualizing a conference and we would like to know from 

you the things that are of importance to be discussed there. 
I would like to know whether cost of production is an 
important thihg to discuss there before arriving at the 
ereLa price to) be paid? 

Two-thirds, or at least 50% of the cost of production lays 
in the regulations and management. We eannot neglect our 


own end of it. “e cannot over-capitalize these co mpaniés 


or mismanage them and then ask the Government to set a 


price sufficiently high to eover that. 

No. But never mind about the Government. Or ask the 
refiner to pay a price to look after that? 

Or ask the purchaser, no. 

I do not know whether I have been of much assistance to 
the Commission in exploring what Mr. Reeve's views are 
about that. You say in any way the main consideration, 
the meat of the conference would be the discussion 
surrounding what the true competitive price was. Is that so? 
I do not know that I can explain that any further. 

You say that would be the main consideration and the meat 


of the conference? 


I would rather leave that for a conelusion from all my 


remarks. 


Than to gum it all up in one word? 
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Yes. 
THE CHAIRMAN: You have said, Mr. Reeve, 


that the operators could not continue for any appreciable 


‘time to produce at a loss? 


No. 

That would mean that if the purchaser was anxious to 
continue the speration of the field and its enlargement 
by independent people the producers would have to geta 
price that would permit of their dcing so? 

Yes, but I would hate to think that the major companies 
don't want the independents there. I think they do. 

I think the evidence given here, the consensus of it at 
least is that they are selling their oil cheap Now, 
if they are sel'‘ing it too cheap I do not bolieve the 
Imperial or the British American mind them producing ae 
and selling it that way rather than to shift their own 


money into the production end to a greater extcnt. 


_I mean tu say, you are saying to Mr. Frawley that the main 


consideration, the meat of such a conference would be the 
competitive price. If you were taking the long view 
must you not take into account the price that will permit 
the independents to continue in the field and to explore 
along that field in places that are not now drilled? 

It would be nice to have some degree of Government pro- 
tection if it would not have a back-fire. 

Yes. It strikes me you are quite exercised about the 
Government fixing prices and the Government doing this 
and that. All we want to know is what is the fair 
thing to recommend. Just as if we were sitting in this 
conference that you speak of. What is fair? ‘vhat is 


just to both sides? Not to the producer at the expense 
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of the buyer nor yet to the buyer at the expense of the 
producer. There must be something that is fair and just 
and most men would so consider it? 

4 Is it not going to be very difficult to state what is fair 
and just? There are so many elements that enter into the 
Situation and facts change from day to day. 

Q Quite so. But it surely is a defeatist attitude to assume 
that something will be unfair? 

A Well, I would say I would rather try and stand on my own 
feet and fight this out rather than to be put as a ward 
of the Government. | 

Q Quite so. That may, indeed, be exactly what this Board 
sees fit to recommend. If we thought it wise we should 
have no hesitaney in advising we thought it wise. If we 
thought that the Aes to it was non-intervention why 
Should we not say so? 

A I believe you will. 

This Board is not set up to do anything at the behest of 
any Government.. We are here to do the fair thing? 

A And I believe you will and I am giving my free opinion 
along that line with tht belief. Wake 

Q Yes. Now, Mr. Reeve, I just do not understand and I want 
to understand it. That is why you eliminate the factor 
or at least greatly minimize it - and it may be right you 
should - but I want to understand, the factor about cost 
of the man who has prudently invested his money, the 
operating cost of that man; the cost that any company 
would say roa be fair to make applicable to his operation; 
how can you eliminate that, knowing full well that he 

I am not talking about over- 


gannot go on at a loss. 


capitalized companies or companies where promoters have 
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got a slice that perhaps they should not have or anything 
like that. I am talking about a company with respect. to 
whose capital investment you could say "That is a prudent 
investment" and he cannot continue to operate at the 
price he is getting. Has he got to go out of business 

by the very economic laws you invoke ? 

A Then he has to diminish his business until the laws of 
economics brings the price back. 
Yes, just so? 

A I appreciate it would be nice to not have him take the 
knocks as well as the elevations. We have observed in 
so many enterprises where the Government has undertaken 
to fix prices that it does not work out. We have in 
this milk situation here in Calgary the fixing of prices 
and there are a good many poor people here not getting 
the milk they should. I do not know in the end whether 
it is helping the agriculturalist any. I have seen so 
much ill come from it that I am inelined to suffer the 
laws we have than to fly to others. 

Q Tet us assume for the moment with you that the Government 
price fixing is an evil thing, for the purposes of this 
discussion. tet us assume that. Nonetheless, we are 
asked to say on to-day's situation, you see to-day's 
situation, what is a fair and equitable price. Now, 
perhaps it was folly to have ever put this question to us 
Pot it is not for us to say. Here we are. ‘le are asked 
what is a fair and equitable price to-day. That must be 
answered. Ye are doing our best to enswer it honestly. 

Do you man to say we can disregard the fact, if it bo 


proven to be a fact, that no producer at a given price can 
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operate excent at a logs? 

& 1 do not believe----- 

Can we fairly disregard that ? 

# Ido not believe it is within your vower, certainly not 
in the information that has been given to you here from 
day to day, to arrive at any conclusion as to what isa 
just price. 

Well, that may be? 

4 You may see the light but I fail to see it from the evidence 
that has been submitted. 

Q At the minute we share your view, but we thought, perhaps, 
you would help us to throw further light upon it? 

A I still go back to my old answer. 

Q MR. COMMISSICNER LIPSETP: “What do you say as to the 
present price, $1.30, are you prepared to express an 
Opinion as to whether that is a just price or not? 

A I think that would be a hard question for me to answer 
as to the price for the field. Individually, I am satisfied 
to leave it as it is. But I do think that 54 cents 


should be passed on to us. But I feel in the end the 


thing will work out all right. 


Q That means really your suggestion is that 61.355 a barrel 
is a fair price. Is that only because you see something 


foebhe offing if you can geteLt? 
A I think that the situation for oil producers the future 


is bright. That is the general opinion of the condition 


in the Stetes in spite of all the mMrdship they have gone 
through of pro-ration, and I think that the situation will 


be reflected here, and that we will come out la lyopi ght. 


Q MR. PLOTKINS: I want to have a few words. 


Now, Mr. Reeve, I am going to continue this picture of the 
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conference, because I think we will get some good out of it. 
On the one side of the teble we have tne producers, the 
independent producers; They will have Something to say 
about the price of their crude. On the other side of the 
table we have the refiners and they haves wi'il have semee 
thing to say about the price that they shall pay for their 
crude. I am going to try and review some of the problems 
they both will be faced with in arriving at what is the 
right price under the circumstances. The first thing that 
will be discussed will be territory. At least it will be 
one of the things that is discussed, that is the marketing 
territory you intend to cover. ‘Would you say that is a 
proper subject of discussion for that conference? 

Yes. 

Now, before we can delimit the territory we must also tind 
out, and the refiners will have to tell you, what they 

get back for the rattan bueed crude in a given territory. 
In other words, they will have to submit to you statements 
that if you go up to a certain line that is what crude is 
worth and if you go to this line that is what crude is worth. 
If you are given a number of these statements and shown 

on the map what the territory is and translated into barrels, 
that will be another basis for weighing what you should 


be prepared to do. In other words, that will be another 


consideration, do you agree with that? 
In a measure the major companies or refineries would tell 


us their handioap and what they could get oil for laid down 


at----- 
No. this has nothing to do with what they could get oil for 


3 


some place else. I am now taking one side of the question. 
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We are now saying we have got erude oil in Turner Valley. 
It is a question to decide what it is worth for a given 
territory between the refiner and the producer. We are 
for the moment disregarding what crude can be got for 
somewhere else. So we have agreed, you and I have agreed 
one of the considerations is territory. But we cannot 
name the territory because we must know what the value to 
us is of a given territory. +n other words, what that 
territory will make it possible to pay for crude? 

A When you come to zoning prices. you never do get perfection. 
You only approximate. , 

Q We are not zoning. We are only trying to find out what 
market we can get. Would you think that would be one of the 
considerations. Or will you just say "We will ship it 
to China and forget what the effect of it is"? 

A No, we both have to use common sense. 

So for the purpose of using’ common sense we will ask our 
refinery department or our marketing department to tell 
us what in a given territory we could afford to pay or 

what the value of that crude is, in the terms of refined 


products? 


A You will have to ask them any questions necessary to form 


a sound basis. 


Ye could get the facts, couldn't we? 


A You might get them as they have them but it may not be 
suitable----- 
Q I will come to that. As we can get some facts, all right. 


Now. if we have got the facts another consideration that 
’ 


comes into that is that you may not agree with their system 


of marketing. In other words, they might have too high a 


cost for marketing the refined products, which would be 
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reflected in the lesser value for the crude? 

A That is possible. 

That is one of the considerations that you might object to. 
All right. Now, we have got a few items to consider. 

But we are not going to consider them except in their 
relationship one to another in the end. First, we are 
going to find out the territory. We are going to find 
that by getting absolute correct information based on 
actual facts as to what different territories would give 

us as the nett back to the refinery for finished products. 
That is understood. But because of the reason that these 
statements are prepared on existing marketing conditions 
with which refiners and producers may not agree, they 

are subject to some further discussion later on. All right. 
Then we have a third factor. ; 

THE OH»IRMAN: } Well, now, do you mind 
answering, Mr. Reeve? You see, the Reporter has to take 
this down. 

Q MR. PLOTKINS: Do you agree wkth that so far? 
Well, it would depend on what extent you went into your 
analysis. You can break these things down too fine for 
practical everyday life. You. gO in and buy a -suit oF 
clothes. You do not break down the cost of each button 
and vest and separate articles of the garment. You have 
to use reason in how inquisitive you are going to be. 

Q We will assume all that. ‘Ve are not going to go down into 


the smallest detail? 


a If you confine yourself to a proper examination, that is 
correct. 

Q We will confine ourselves to the main faets governing the 
territory. In other words, freight. In other words, we 


will find out what we can get for the crude in the form of 
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refined products from a given mrketing territory and 

at that time we will say crudo will bring to the refinery 
SO much money per barrel. That is correct, is it not? 

Yes. 

But it will be predicated on the system of marketing, 

which each refinery may adopt in selling these products, 
would it not? 

Yes. 

Yes, because one's cost of marketing products may be 7 cents 
a gallon and ancther one may be 3 and another one may be 5, 
and another one may be 2. So that each will have a 
values if we take the tank waggon and work it back in 

the shape of values to apply to crude. Is that correct? 
Yes, I would expect in marketing those that have the 
Superior economies should get the benefit the same as the 
producer does. 

and it will be reflected in the greater value for the crude, 
that particular refiner or particular organization that 
has the lowor marketing costs? 

The cheaper they refine it the broader the crude market is, 
‘there is no question about that. 

Now, another thing that will affect the value of that 
erude, the subject of discussion in the round table 
conferonce, is the cost of refining? 

Undoubtedly. 

What will be the factors that will determine that. One 
efiner may be inefficient, may have too small 


particular r 


volume or may have a large volume and build a refinery for 


three times more than he needs? 


I agree with you on that. I believe we discussed that in 
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reference to the production and the same laws would apply 
in refining and distribution. | 


SO those are factors that should be brought out, discussed 


and reviewed. Those are some of the factors? 


They are factors, if you ean arrive at any just conclusion. 
We will talk about conelusion afterwards. yl em try ine 
now to name the factors that should be taken into econ- 
sideration in arriving at what we think would be a fair 
price for crude. You have pictured a conference. We have 
to have something to talk about? 

These facts would have to be taken into consideration. 
Yes. Now, another very good factor that we must review, 
and that is freight rates. The freight rates may not be 
equitable, and you are called upon as a producer to bear 
them as much as the refiner, is that correct? 

That is correct. 

Because they influence the value of your crude at the well? 
Undoubtedly. 

So that we have another item, and that other item is pipe 
line, the money we must pay for transporting the cilete 
the railroad or to the refinery? 

We hope we have that question settled. 

TH" GHATRMal: Again we share your hope. 
MR. PLOTKINS: I hope there is no question 
about that. 

THE CHAIRMAN: — All we mean is we hope it is 
not coming up here again. 

MR. PLC TK=NS: Oh ete 


a Mp. Reove, as we have all these items in front of us, 
ee i 


it is still a matter of judgment and agreement between the 
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refiners on the one side and the producers on the other side 


as to what is the value of a barrel of erude, is 1% not? 


A Yes. 
Why? 

A Well, all those orements are important if you going to try 
and establish a value. 

3) We have one refiner with one cost and another refiner with 
another, and how are you going to reconcile them? 

A “ell, I have expressed my view that I think it is hopeless 

to arrive at any conclusion. 

Q Why is it hopeless? aren't you going to try----you must 
come to some conciusion? 

A You have a living basiness and if you started dissecting 
meyou might kijl it. You can dissect a corpse but when 
you have a living body you have to be careful how much 
Suuping-you do. 

Q Is it beyond human reason to have half a dozen or a dozen 
men agree on what is a fair basis in arriving at the cost 
of refining, for instance. It would only reflect the 
average, would it not? 

A No, you could not get any approximation as to what is a 
just cost of refining. Refining practices are changing 
so rapidly. 

Q Well, Mr. Reeve, they do not change overnight? 

oA Pretty much. You pick up a magazine and there is a new 
process out to-day and another one next week. 

Q But they do not apply them that quick, Mr. Reeve. So for 
the purposes of our discussion refiners are not going to 


go into that problem in a conference with producers as to 


what might happen next year or the year after. We are 
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faced with present day realities. What I am asking you 
is now if there were three or four or fivé refineries — 

do you think they would have inmeh trouble amongst the 
refiners to arrive at a comyon figure for the cost of 
refining, acceptablo to all of them? 

I know the technical journals express the opinion that 
they hardly know where they are in that matter. 

Well, the way I will put it to you, Mr. Reeve, is this,. 
Wo will assume there are five refiners and there is the 
crude producers and they will no doubt get together alone 
and arrive at some facts to make a common front on. 

MR. FRAWDEY: That is’ a Gonterence the 
producers ought to be at. 

MR. PLOTKINS: I mean they will try and 
settle their differences and arrive at some common 
denominator for each factor. The same with the producers. 
You are going to be faced with the same thing. One man's 
cost of production is $2.00 and the other man's is 60 cents. 
You are going to have to sacrifice somebody's interests 
in order to arrive at some common front. You just suggested 
a little while ago the Alberta Petroleum Institute should 
do that. Would not that take place with the refiners 

as meay as with the producers? 

It might. I doubt whether you. would get anywhere. 

I know, but is there any other solution possible? 

The solution as I see it is to stand on our own feet and 
fight the thing out. Let the law of economics have the 
free-est play possible. If there ig any restriction of 


those laws or any unfair methods those things should be 


eliminated. 
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Q Mr. Reeve, we are not going to go out and try by trial and 

error what is the right price. We are going to try and 
guess at it by applying judgment and taking into consideration 

all the known factors. So that you may be mistaken, but 
only in degree. ‘Je are not going to go out and try $2.00 
to-day and the next day come down to $1.50 and see if the 
public will pay it? 

sis I am afraid the guessing element would be more than the 


reasoning element in that conelusion. 


aa 


Then I am going to present you with something, Mr. Reeve, 
and show you how we do arrive at the value. You might 
study that for a few minutes. There is no guess there. 
Q MR. FRALEY: Tako your time, Mr. Reeve, 
there is a lot of meat in that. 
MR. NOLAN: I do not know that Mr. Reeve 
should be asked to do that? 
A T do not think I should hold up the procession while I 
digest this. It is more or less of a technical nature, 
Your Honour. 
THE CHAIRMAN: Is it something Mr. Reeve 
has been Se about ;, Mr.) Plo thins? 
MR. PLOTCINS: I think. so. There is nothing 
technical about that. It is the comparative values based 
on actual existing marketing factors. 
THe CHAIRMAN: I suppose you are going to 


poGeub in. 


MP. PLOTKINS: Yes,.,l ¢intend,£o putrrg in 
later. 
TH? CH:.IRMAN: You are putting it in yourself. 


Is there any advantage in having Mr. Reeve say what is there? 
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L. Le Plotkins. 


TAR . PLOTKINS: I would like his opinion on 

the basis. That is one of the ways we can arrive at the 

value of crude. fhere are many ways but this is «4 

practical way we do use in arriving at values. 

‘THE CHAIRMAN: The practical way of establishing 
it id that Mr. Reeve should step down and you can then tell 

us all about it and put it in and then later you can ask 

him if he agrees with what it is. If YOu. 00 nos mind 

stepping down, Mr. Reeve, and listen to what Mr. Jlotkins 


has to say. 


LEON L. PLOTKINS, recallod, . 

Q THE CHAIRMAN: You are producing a statement. 
Mr. Plotkins? 

A Yes, this is a statement which was made some time ago at 
the request of a number of producers in Turner Valley and 
at the request of the Minister of Lands & Mines, Mr. 
C. C. Ross, at the time. It was made at our office to 
determine the relative value of Turner Valley crude to 
Cutbank crude. It was based on sworn and certified items 
by the chemists and the different persons concerned. 

Q When was it made? 

A There is no date on it. T can only fix the date by the 
pipe line prices. IT ean fix it by correspondence. 
You say it is adout when, Mr. Plotkins? 

A Yell, the field price expressed here for Turner Valley 
is $1.73, and it says here conclusion on the bottom 
relates to time because apparently the Turner Valley 


Royalties was the only well at that time in existence. 
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Because it says "On above basis Turner Valley Royalties 
crude is worth F. 0. 3. well $1.73 plus the profit 
differential of 30.33, or $2.06 per barrel." So apparently 
at that time only Turner Valley Royalties was producing 
crudc. 

MR. FRAVYEEY: Mr. Plotkins, there is an 
Bxhibit here, Exhibit "271" and Exhibit "272". The price 
of 11.79 disappeared on the first of September, 1937. 

tie 79, did you say? 

The price of $1.79 disapveared on the----oh, $1.73. 

$1.73 is a price that was sosted on the 16th of December, 
1956, and lasted until the first of September, 1937. 

That is $1.73 for 46 gravity crude? 

Yes, so that would be sometime prior to the first of 
September, 1937, probably immediately prior to that. 


Now, it is entitled "Profitability. Turner Valley erude 


woe) .U. o. Crude. U. S. Crude, Kevin-Sunburst Pipe 


Gine Crude 28.7 A. >. I., based on Analysis of Universal 
Pe roducts. The reason we took the Universal oil 
products was it was an official analysis and could be 
referred to in Court. and it goes on and under the 
heading of Products N. Point, Percentage, Gallons, 
rriee & Total. It dissects the recoveries expressed 


in straight run kerosene, cracked gas - 68-70 octane, 


residuum, gas and loss. I might say this statement 


was prepared on a crack-ng basis because the major companies 


Operating in the field at that time and purziasing Turner 


Valley crude were operating on this basis. -n other words. 


competition would be based on that refinery condition. 


and it shows here that the value based on the then existing 


marketing value of refined products - because * might 
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further explain that we never could determine the value of 
erude without relating it to the existing sale price of 
refined products - and on the basis of that recovery [or 
Kevin-Sunburst Pipe line crude, the value to us here in 
Calgary was $2.892 per barrel. That was based on the 
following costs. The field crude price,that would be 

the price prevailing in the field in Kevin-Sunburst at 
that time of $1.15. Excise and brokerage, that would be 
the Government excise tax of 3%, and the brokerage that 
would be paid to clear the crude, 4 cents. Pipeage, that 
would be the pipe line charges in the Kevin-Sunburst 

field to bring it to Sweet Grass to be loaded on tank cars, 
eee wret is cither 13 or 18. I think it is 16.” Fredent. 
That would be the existing freight rate at that time from 
Coutts to Calgary, 47 cents a barrel, and an arbitrary 
figure for refining, although that arbitrary figure happens 
to be our cost and at that time I checked my information 
I had of the Imperial's cost and it happened also to agree 
with the statement submitted by the Imperial here, the 
contract between the British American and the Imperial Oil, 
and I notice that that figure is 45 cents, although there 
is added 2/100's of 1 cent. In other words, they 
express it .45¢, if my recollection is right. So that 
there igs no disagreement as to the cost of refining. 

I might point out it is not a vital factor because we are 
trying to arrive at a comparative value. So that we 
could just as well use 30 cents as 45 cents. It gives 

a profit per barrel based on the values of the refined 
other words, a nett back to the refinery at 


products, in 


that time for refined products of $0.602. In other words, 
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a little better than 60 cents a barrel. “Je could have 
imported at that time Kevin-Sunburst erude, refined it 

and sold it on a competitive basis in the refined oil 
market at the cost nf 50 cents for refining and we would 
have had left in our hands 60 cents a varnee LORD POmIEER 
Now, we apply the same factors to Turner Valley Royalties 
erude, 46.0 A. P. I. gravity bascd on the analysis of the 
Bell Refining Company. The Turner Valley Royalties was 

at that time, and I understand still is, under contract 

to the british American, and the British american had 
turned the crude over to the Bell Refining Company, who 
weré refining possibly not the total but in part at least 
they were refining it. I. went, or I sent our chemist 

to the Bell Refining Company and they gave us the official 
analysis of the crude, on which we could definitely base 
our calculations for comparative purposes. On the same 
basis of cracking ta 68-70 octane and straight run gas 

and kerosene and residuum and gas and loss, the same 

basis of refining, and on the basis of cost of crude of 
$1.73 in the field and trucking to Calgary at the cost of 
26.3 cents per barrel, because at that time most likely 
the pipe line was somewhere around that or the “. A. was 
trucking that in because of the fact that at that time 
Turner Valley Royalties was in a class by itself, and in 
order to benefit from that high gravity crude they most 
likely, in fact I can now reeollect that they dia truck 
it in. So that on that basis we found that the revenue, 
in other words the nett back, the realization from Turner 
Valley Royalties crude of 46 4. YP. I. at that time and 


at the existing market values for refined products was 
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$3.575, or $3.374. Now, we enply against that the cost 
of the refined products to the refinery of $2.44. 

It is actually $2.443, and we find a profit per barrel 

of 90.932. That is against a profit per barrel for 
Kevin-Senburst crude of 60 cents. As a result of these 
findings we came to the conclusion at the bottom and 

we say "On above basis Turner Valley Royalties crude 

is worth F. 0. B. well $1.73 plus the profit differential 
of $0.33, or $2.06 per barrel." That was the finding 
that we submitted to Mr. G. C. Ross, the late C. C. Ross, 
as to the value of crude, Turner Valley crude oil at that 
time, in relation to Kevin-Sunburst posted field price 


fOr pipe Line run. 


(Page 8065 follows. ) 
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Now then we did actually evaluate the crude on the basis 

of Calgary Refinery only; this does not take into considera- 

tion any Regina market because the fact Hatha tela 

Q) Gee CHATRMAN: You say %t jis an appropriate method by which 
to evaluate crude? 

A It is one of the methods because it is different from- what 
the Imperial has submitted, this relates the value ore 
par re dof crude to what we get for it, the Imperial's method 
disregards what we get for it and they say we are going to 
value this crude on what other crudes are worth. Well we do 
take into conside1ation what other crude brings, only for 
the purposes of pointing out what ours are worth, because 
the situation is this, as I pointed out to the then Minister 
Srimines, I said "We ars not. a producer in. Turner: Veiley: 
if we take only those factors into consideration', there. 
are others no doubt,'hé hasnot got what the crude is worth | 
and he should be getting it to pemit further developments"; 
in other words, we were just beginning to se daylight. 
There was 2 crude well that everybody had been hoping for 
and we wanted to see enough crude to take care of our 
natural demands, and therefore we were attempting to see 
that the price was high enough to permit developments, 
and in fact that was the idea behind the request to the 
Minister of Lands and Mines at that time, and it was also 
a jdea of the other companics, the Model, and the other 
companies, that I submitted this statement to, to decide 

what the value of their crude was in relation to the comp- 
etitive crude. 

Q MR. FRANLEY: But the result was it went down about 50¢ 


after you filed that? 
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mel say, this only took certain considerations He 
account. 

You see the Ministsr asked you, so that he could have 

an appreciation of the value of Turner Valley crude? 

Nes. 

Iam just putting it to you that the fact is that after 
that, the posted field price went down from $1.73, which 
you were using, to where it is now, for 46; is now about.... 
$1.24. Yes, that is the fact, it went down after submit- 
cure cnet in’ justification, in taking all the other factor. 
into consideration but yet that is the fact. 

aPeyou have finished all you have to say; may 1 aski/ you, 

Do you mean to say that the price of 46 gravity crude 
Should be not 1.24 nor yet $1:79 but $2.06? 

No, because in order to arrive at today's value for Turner 


Valley crude on this basis, I would have to go back and 


find out what crude was selling for in the Kevin 
Sunburst rclating it to Cutbank. I might say before I 
could work this out we also related Cutbank to Kevin~ 
Sunburst, in other words we found the differential 
between the Kevin-Cunburst and Cutbank by merely relat- 
ing the differencs in valus, there was no practical 
difference, so if today I wanted to know what Turner 
Valley crude is of a given gravity we go through the 
same process but the reason the answer will be differ- 
ent is because these prices that I have got here is 
net-backs for gasoline, kerosine, cracked gas and 
residuum g2S and loss, and have been altered and because 
of the fact that they have bean altsred the net-back to 


their refinery on refined products will ve different, 
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and in turn will determine the profit per barred, 
ene in relation to the other, 
You are filing this to ask hr. Koevc somes questions on it? 
foes, loam *goine to ask him, | 

Is it for the purpos2 of having the Commission make cal- 
culations, considor the value of these Salieudateoue in 
arriving at whethor the present posted field price is 
Correct or not? 
Yes, it is partly for that purpose. I say there are 
various ways, and I think the Commission should give 
them all consideration. 
erm ws talk of these. 
Poe 2s Only one of them. 
iors the, only one we have before us; ¢ouldn") youmaka 
that calculation very Simvly if the price of Kevin has 
gone down to 90¢, covldn't you tell the Sormission then 
what the prssent price of 48 gravity Turner Valley should 
be? 
Not 48, we are not gstting 48. 
46? 
We are not getting 46, we are getting 43, and that 8 
all that we can deal with bscause the rccoveries of 46 
Gorenobl. CX1ST...225 
Take 43, take anything you like, if: 1b 2s bow ber Otway 
value to the Commission. you should put in something 
more up to date. 
Yall this was brought up by me to question Mr, Fisher 


am just incidentally using it to cross-question Mr. Reeve, 


and if the Commission desires we certainly can do the same. 
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Q Poss tALSd now, 18 it noe? 
THE CHAIRMAN: Not yet.: 
WITNESS 3 The trouble ‘woulé only be 


of making one up to date and gettine it checked to the 


actual existing factors to date. 


2) THE CHATRMAN: You say it would not be imnocssible? 
A No, it is only work and we can do it. 
Pete oe LEY * Then we wid) tite tuas 


AS an Exhibit. 
Sy io Mr. Frawley has had a number 
er them tyned and hs can probably let you have one thatas 


Saear Tor the Bxhibix. 


(Go to page 8069) 
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THE CHAIRMAN: Mr. Nolan, before Mr. 
Plotkins steps down and proceeds to the examination 

of Mr, Reeve on this statement, have you any questions 
to ask him? 

MR. NOLAN: ‘ell who prepared this statement, Mr. Plotkins? 
Yell I prepared it with the assistance of our SCA LT eu 
other words, we got the information from our staff, the 
various informatizn as to rates and cost of refining and 
pipe line rates and net-back, and so on. 

Why is it hased on the analysis of the Universal Oil 
Products, who are they? 

The Universal Oil Products are an organization, that 


sell.or at least license cracking plants, and they have 


made it their business to analyze all the different crudss 
for the purposes of finding their nrofitableness ons 
avainst the other. 

And at this tiie when this statement was prepared you were 
thinking of buying a cracking plant or cracking coil? 

No, this was only to arrive at the value of crude because 
wes were not cracking, so we couldn't us? our figures. 

But you intended to crack and you asked these people to 
give you comparative figures? 

No, 

Because they intended to sell you a cracking plant? 

ho, yOu are mistaken, Mr. Nolan, now that you have 
mentioned that I recall the fact, the reason that the 
Universal Oil Products hapnen to be in the possession 

of the facts or the figures for Kevin-Sunburst is be- 
cause at that time they had recently comnleted a 

cracking plant for the Great-Y‘est Refinine Companyat Kevin 


who uses Kevin-Sunburst crude, and the information 
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was official, it was in the trade magaziné; in other 
words, it was available, and the same figures are used 
by the Bureau of Standards in the United States. 

What is the Universal oil Products? 

qt 1S an organization that licenses, well they own 
patents, cracking patents, and they license refineries 
to construct plants to manufacturs under their patent. 
Are they a subsidiary of the Standard Oil of Now Jersey? 
Yes, they are owned in large part by some of the Standard 
eee sroup'. 

Do you Still use their analysis? 

peeves, ib is officially. andther thing they ‘only’ confirm 
our own. 

Or ib 1S because: yours agress with) tears: 

Well as a method, 

What does that Ni P. mean in the first column? 

Tt means end point. 

Yell, what does that mean, did I miss this discussion, 

I dontt remember Mr. Flotkins explaining that. 

MR. FRAYLUY: The answer is the end point. 
WIN ESS } It is the end point, that 


means the volume point of that particular production of the 


crude. 


Is it tot? or Mtl 


Wiis kh, P. 


Und point? 
Yes. 
Now in this computation is there any allowances made, you 


remember Mr. McGrath made allowance for the contents of a 
certain gasoline? 


Yes he did. 
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Q Do you? 
A No. 
4] Does the Universal 9il1 Products? 
A No. ‘hy is it necessary, Mr. Nolan, ¢canvyouytell mis ionat 


are you qualified to answer tnat part of it? 


a) fm I qualified? 


A ess 

Q No, but I do not think you ars qualified to answer and 
that is why I am not asking you. 

A i see’ 

Q Now is there any provision made there for this ethyl lead 
wiechiiis put into it? 

A No, because we have taken very little accountof gasoline 


cracked to 68-70 octane which at that time was the standard 
Brace ot gasoline . 

2Q Now why do you take 68-70 octans in both of these grades? 
Because that would be what the Imperial would crack it to, 
to supply the standard market, and I have taken the standard 
value to get the net-back of exnsoline; I might say too before 
T go further with your answer there, with answers, that I 
submitted this statsment to Universal Oil Products who have, 
in fact, I understand the world's largest laboratary, 
they make it their business to compare valuations of crude 
and it was after their O. K. we used, we finally decided 
that these figures were substantially correct. 

Q Then these figures of ths Turner Valley crude are based on 
an analysis of the Bell Refining Company? 

A on actual recovery of the operations, yes. 

Q Now, when was this statement made up? 


Oh. somtime before the price went down from $1.73. 
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Whenever it was $1.73¢ 

We can determine it by correspondence if necessary. 

MR. FRAYVLEY: The Bell has no cracking unit? 
Nox You see, the cracking value of these products is 
determined by well known mathematical tables that tell 

us the recoveries and then they are also determined on the 
basis ofactual operation by Universal Oil Products in 

their private tank and again, I mean in their private 
iaboratory, and again, read in papers, that is in papers 

to the American Petroleum Institute as to the recovery, 

in other words, they are official figures and they have 

never been disputed, and in my opinion they are substantially 
correct. 

Not up until now anyway? 

Another thing I might point out, that the Imperial in the 
computations made by Mr. McGrath arrived at a difference 

in value of 41 cents and we found 33, so that there is 

very little dispute between us. 

MR. NOLAN: Now, dire PlOchins 2) ep 
understand it the Turner V-lley is a low octane, and you 

are getting 51 gallons out of every 100, what is it, 

out of every 100 gallons that are contained in a barrel, 

is it, or 51%, 51 gallons out of every 100? 

Every 100 what? 

Well, every 100 gallons? 

Yes, it would be 100 gallons or 100 barrels, at that time 
46 gravity Turner Valley crude showed a recovery of 51%, 
400 N. P. straight run gasoline. 


And Kevin-Sunburst shows 19%? 


At the same end. 
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The Kevin-Sunburst, is that a high oetane or a low octane? 

That question of octane -was not taken into consideration 

for the simple reason that I have assigned the price 

factor of the straight run gasoline that the Imperial 

assigned to it; in other words, we gave the benefit to 

the Imperial at their own price for that particular product. 

“all right then, SO you have made no correction for lead, 

you have made no correction for absorption gasoline?. 

f-ean explain -that. 

You have not? 

You don't need any correction. 

But you do not make any? 

The way I will explain----- 

THE CHsATRMAN: Mr. Plotkins, just answer 

Mr. Nolan, 

It is evident I did not make any on the face of the statement. 

That is the answer. You didn't make it? 

No.. 

Now, you want to explain why? | 

Yes, the reason I didn't make it, so far as casing~head is 

concerned, is this, that in cracking gasoline my information 
is, and I haye no experience because I have no eracking 

unit, but I certainly studied the reports of other companies 

that crack gasoline and I found, and we are now erecting 

a plant and our information is, from the Universal Oil 

Products, that we will not be using any casing-head for 

this reason, that when we go ahead and crack our residue 

to obtain gasoline we will be able to stabilize our 

gasoline to the proper vapor pressure; in other words, 


we will be able to retain in the finished product sufficient 
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light end that will obviate tho necessity of using casing- 
head, and I might add there the reason the Imperial uses 
casing-head is because they have had an abundance of 
casing-head and have found a market in that manner for it. 
Now, we come to the lead, the reason I have not taken lead 
into consideration is because in actual practice the 
Imperial or any other large company blends the straight 
run with the cracked gasoline and leads it, and all it 
would mean is that it would add to the profitableness; 

in other words, Turner Valley would be worth still more 
money if we had given effect to that factor; in any case 

I did not for the simple reason that in evaluating the 
market, there is another factor I ought to mention, the 
Imperial cannot turn every barrel into gasoline because 
the market will not absorb it and as a result of that 

they base their recoveries on what they can sell, so 

much gasoline, so much this and so much that, because the 
values are different, so in giving effect to the relative 
values I have disregarded the possibilities but not the 
probabilities of turning all this straight run into leaded 
products, so that as a result I have disregarded the 
question of lead, but the portion that has been cracked 
into standard gasoline does not require any lead to 

be marketable. 

Then I put it to you, that you have not produced, on these 


specifications before us, gasoline of the same standard? 


What same standard? 
The same standard? 
As what the Imperial sells? 


No, that you have not here brought, brought the 
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United States, Kevin-Sunburst, up to the same standard 
as the Turner Valley? 

Yes, for this reason, that in the matter of straight run 
the question of octane is of no consequence; I tho 
Imperial or the British smerican or ourselves have never 
given any value to Sees the ord grade was 52 octane 
Or 6c octene. We have sold it as is. It is true ‘that 
the Imperial has added a bor seae ee imG amount of naphtha 
or casing-head, which has had the effect of increasing 
the octane, but only because of the economical situation 
where they had a surplus of it, but whe it comes to the 
standard gasoline the two recoveries on the Kevin and on 
the Turner Valley are absolutely on a par as expressed 
here. o3-/0 octane. 

But I understood the other day in your. refinery you only 
make 6rd grade gasoline’ 

That is true, that is all we cando, this is not based on 
our operations, this is based on the Imperial Oil's 
operations. 

But I thought the figures were. your figures? 

Mey are our figures. 

are they not based on your operations? 

No, I was attempting to find out what the crude was worth 
to the Imperial Oil so that we could gauge as to what 
the value of our products was in relation to our costs. 
Then should it not be made up on the basis of these 
specifications of the Imperial Oil as to the amount of 
gasolines they mamfacture? 

It is. 


Where is your lead and where is your absorption gasoline? 
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A Well, now, Mr. Nolan, there is no difference, can you 
explain to me why it makes any difference to do it on 
this, the Imperia] may find it necessary to add 500 
gallons of straight run to 500 gallons of cracked gasoline, 
which is already up to standard, without the addition 
of any lead; well, now, if they do find that necessary 
because their market requires it and they add lead, all 
they do is to make an added profit, because the cost of 
tae lead which is necessary to bring up the straight run 
to the standard of standard gasoline is less than the 
aided value; in other words, it only costs, roughly 
Speaking, a.cent or even less to increase the oetanc from 
what it is as a straight run to a standard gasoline of 
the value which at the present time is some 8 or 9 cents 
diitermence., so you can see it is adding) profit. 

Q Well, when Mr. McGrath was giving his evidence he went 
into a lot of details about this leaded content and the 


absorption gasoline content? 


A Yes. 
Q That was proper to do that, was it not? 
A Tt was for him to take them figures because,of the fact 


that he was dealing with his own situation. 

Q Is this not our Imperial situation? 

Dy Meee wah, ic- 

Q Then why not take it? 

A It will make no difference except to increase your profit; 
in other words, in order to, I might put it another way, 
knowing the casing-head or Turner Valley naphtha was 
not going to be available forever and knowing thet the 


general market, in other words, I had at my disposal when 
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I made this out, the relative percentages of sales of 
gasoline, kerosene and so forth, and this truly reflects, 
in my opinion, and it is only an opinion---- 

What is? 


The actual conditions over a long period of time, that 


is a year or more, with the Imperial; in other words, the 


value to the Imperial of one crude as against the other. 
Is a matter of opinion, your opinion? 
No, the question of the percentages is a matter of opinion; 
in other words, I gave weight to the actual recovery instead 
of relating them to exactly what the Imperial Oil does. 
Well, how do you know what the actual recoveries of the 
imperial Oil are? 

Well, for the love of Mike, it is not very hard, we know 

the type of plant they have, in fact we know the recoveries, 
I have them in my office, that is all I can tell you. 
You seem to object to being questioned by me? 

Well, yes, because I think you are well aware that we 

have all this infwmation as well as you have the information 
that you should not have, so I do not see why it should be 
made any secret about it, I mean there is no use questioning 
me on that basis, Mr. Chairman, because we have means 
available to us to find out what our competitors qre doing 
and they have the same means. 

THE CHAIRMAN: AY righteg outeso lone as 

you are being questioned, whether you think it of use or 
not, you have asked many guestions? 

Yes. 

and you will also submit to being questioned, having 
presented yourself as a witness? 


Yes. 


ey. antasd . putaet , 


see aa wt eek. Med 


ca 
2 oe 


1 a ae tit eyed aa 9a 


4 


yan if y mi 


L. L. Plotkins. -8078- 


@ 


eo fe 


MR. NOLAN: Now, we put in the estimates 
of the value of the crude for our requirements through 


Mr. McGrath? 

Yes. 

They are not the cane as these are, are they? 

No, they are not based on the same premise. 

Well, what is the different premise? 

This is based on what the crude is worth in relation to 

what you get for it; yours is based not in relation to 

what you get for it but what it is worth to you in relation 
to some other crude that you think you can get. 

But it is your opinion as to wet jou think we get for it? 
No, these figures given, the price is what I have calculated 
is the nett-back to the Imperial Oil, after giving effect 

to the cost or the sale price of these different products 

to the major company, the Imperial Oil; in other words, 

the refinery nett-back. 

I do not want to labor this, but can you say that of 

every 100 gallons of Turner Valley crude that is processed 
by the Imperial Oil, that they get 51 gallons of straight 
run, 19 gallons of kerosene, 15 of cracked gas, 9 residuum, 
and 6 gas and loss? 

Yes, I go on the average throughout their operations 
refining that particular crude at that time; now, another 
thing, it happens they did not refine this erude----- 

They what? 

The Imperial did not refine this crude because Turner Valley 
Royalties is under contract to the British American. 

That seems to throw a lot of light on the statement? 

MR. FRAWLEY: Yes. You see, I misunderstood; 


the Bell iiefining Company, I do not know what you mean when 
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you say this is the Imperial Oil's experience then? 

No, in order for me or anyone else in the refining 
business to know wha t we cando, .in other words, what 
we have to meet in the form of competition, we have to 
know the other fellow's costs, because if I quote to a 
Jobber @ price an eighth of a cent more than I know 
the other fellow can go down to, I am not going to get 
the business, so my ability to get the business is a 
factor and the Imperial or any other company's ability 
rests in the knowledge which we must have as to the 
other fellow's cost; now, to know that I must put 
myself in a position to know what he is paying himself 
and, of course, I have to evaluate some factors to the 
best of my ability. 

I know, but you do not need to expand upon that, you 
have ways and means of knowing what the Imperial's yields 
are and costs, and their jobbers' prices, and all that 
sort of thing? 

Yes, I have them in my book here. 

But on the face of things this is something that was done 
in the Bell Refining Company's plant? 

Wo, no, no, just, the Bell Refining Company analysis of 
Breeton’ run, it is just a straight run distillation 
method of analyzing crude, and was taken as a basis for 


making these recoveries. 


Then see if I understand what you say here as to the Turner 


Valley crude, that the straight run gasoline was 51 gallons 


recovery? 


Yes. 


That was what you learned from what the Bell Refining 


Company have done? 
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A No, it was learned in two ways, they actually were recovering 
51% and then we in our laboratory and they in their 
‘laboratory, you know ordinary distillation faoilitics 
testing facilitics? 

Yes? 
A They showed us that we were and had actually recovered 


51% and it was confirmed in our laboratory. 


Q But it never was the Imperial Oil Company's plant? 
a No. 
Q Now, that much is clear; then, kerosene, there is a 


recovery here of 19 gallons, 19%? 
& Yes yyat 530. 
Q And where did that come from? 
A The same place and the same way. 
0 Brom tine wBeLk? 

From the Bell and our own. 


A 
Q Cheeked by your own? 


be 


Checked by our own and checked on actual recoveries which 
were available to us from the Bell Refining sheets. 
That again never was the Imperial plant? 


NT 


INO 


Then cracked gas, so that of the 68 to 70 octane, there 


is a recovery there of 15%? 
A 16% of the total and that was arrived at----- 


You say that was estimated because I see you mark it 


"estimated"? 


te it was not estimated. 

Q It says so here? 

A Well, it is estimated insofar as residuum and gas and loss. 
Q The residuum and the gas and loss are estimated? 

A Yes. 7 
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That is the 9 and the 6? 


Yes. 
MR. NOLAN: . That is not right. 
MR. FRAWLEY; ar The bracket certainly goes 


up as far as the 15? 

Well, we will assume it is estimated and the reason I 

put "estimated" is, it is estimated because the results 
expressed here are the figures given in, as a result of 
running the Turner Valley crude in a pilot plant in the 
laboratories of the Universal Oil Products in Chicago. 
Eyery single thing may be correct, Mr. Plotkins; and TI 
am not here looking after the Imperial Oil Company's 
interests, Mr. Nolan is doing that, but I want to know 
what we are talking about, it may all be correot but how 
can you say any part of it was the Imperial 0il operation? 
No, I didn't say it was, but I say that is the value to 
the Imperial Oil or to the B. A. or any other company that 
would evaluate Turner Valley Royalties crude at that time 
against the Kevin-Sunburst or Cutbank that was coming in. 
MR. NOLAN: But, Mr. Plotkins, according 
to these refinery methods----- 

According to the A. S. T. M. method; in other words, 
standard methods used by the Imperial and Standard am 

our refinery and everybody else. 

Have the A. S. T. M. refinery methods? 

Certainly, there is a book that we use when we make an 
analysis whereby each, according to a certain established 
standard rules, and that is the basis. 

That igs a chemical analysis? 


Yes. 
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Q and as to the refinery method that is not laid dow by 
tne &. Bak. Me? 

A No, but that is the result.of the findings of the Universal 
Oil Products which have been published in the Gas & Oil 


Journal and at that time were available to us. 


(Page 8083 follows.) 
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% Now just let me put this to you, this is whet you Soy 


a barrel of Turner VW lley crude:will produce at thet 


time‘ 
L 4t that time under those conditions. 
@ &t whose refinery’? 
b Anybody's refinery thet is equipped to refine it. 
a Into whet kind of gesoline? 
4 into Standard, easoline. Straight run this’ is; vhich is 


third grade 2nd into Kerosene end into residuum. 
Wr. FRAWLIY: How cbout distillates 
and asphalt and coke? 

4 Dis tifletes is included in the Kerosene. There was no 
vweive -- IT mean Diesel or any other product wes not teken 
into consideration beceuse it would not affect the total 
to any appreciable extent and only complicate it. 

MRe NOLS Ts Is this third grade 
gosoline you are telking about here? 

A fen bisayeuwstraicht run it is third grade, (iy, isctaind 
grade gasoline, that is what ve gre selling and that is what 


the Imperisl is selling as third grade. 


@ But this hss nothing to do ith the refinin. operations of 
Imperisl Oil? 

B Mo. Except it hes this to do with it if they proceed to take 
Turner Velley Royelties Oil and refined it in the conventional 
wey with the plant they had et that time that is the result 
that we could veasonasbly anticipate they should get. 

2 Are you goiny to come back vith figures as to what ve can do 
vith Turner Velley crude? 

4 ‘hat you cen do end whet enybody can do. 

2 “hat anybody can do vith the furner Valley crude we are now 


processing? 


4 Yes. 
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a Snd wheat benefit do we get from thet? 
is “@ get the relative value. we cen forget about Cutbank 


crude entirely for the puroose of determining whet Turner 

Velley crude is vorth. 

“hy can we? 

A If the Imperial or anyone else will admit that 50¢ a 
Darrel) is a reasonable profit for refining I can telly you 


what tt Js worth. 


gy 


‘hy do you say we can eliminate Cutbank? 

4 Right now we have been given to understand that Cutbank, 
and I agree with that opinion, that Cutbsnk or Kevin 
eornova ste econ. to relate our prices to and ai Df can 
succeed for instance; this is only supposition, to prevail 
on the Commission to disregard Cutbank and to say ".ell 
never mind Illinois' or never mind somebody else's crude, 
Duy Vhat As it worth to us:at Regine ‘end @t vLalgary Under 
present refined products prices." ‘«.hat is crude worth 
after allowing the refinery so much a barrel end I can tell 
Yous 

O You say what the value is of these things which we may expect 
from a barrel of Turner Valley crude? 

A Yes. 

i Laid down at Regina or wherever it may be? 

h Yes, after slloving the refinery a certein profit. 

2 4nd then hsving got at this value of whet you might obtain 

from a barrel of Turner Valley oil then what is the next 


step? 


4 Then the next step is to see that that: velue’ is related te 


a greater market. In other vords that is based on whet the 


Imperial will pay. Wow I msy 60 further and I may test 


that value egeinst vhat gasoline is selling for in .innipeg 
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or even further #ast. And if I come to the conelusion 
that at the prices that are preveiling further Jast 
than “.innipeg thet we still could afford to pay so 
much, it till just lesd me to this belief that the 
Imperial chooses, because of their own situstion and 
their own requirezents, to replace Illinois erude in 
Manitoba, not because it don't pay but because they 
have a problem to meet. 

@ Let me see if I understand you. You teke a barrel 
of Turner Valley crude and you extract from it what 
it is worth, its available contents? 

h Yes, 

© You add them all up? 


Bay Y2S. 

Q And you e3e whet you can meke out of that barrel? 
4 See what I can get. 

Q What you can extract perhaps is the best vay% 

A Yes, in products. 

C. You sell those? 


fs No, I just put down what I know I can get in dollars 
and cents. 
Q For each of those various kinds of products’? 


4 Yes. 


y And you add to that something for refining profit? 


4 Ve ean dd to it. In this case we have taken) no 
profit. 

is You sey you should take a profit? 

& If we are going to find out what Turner Valley crude 


is worth without relating it to anything except the 
market price of refined products, then we must give 


the refinery some profit on their investment. 
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“hat are we going to give it‘ 

we Will discuss thetiaiter on, Whet is 9 feir protiv, 
taking 811 factors into hohadeenaenenn 

Is not that one of the factors we must evaluate in orcer 
to arrive at whet we can get out of a barrel of Turner 
Valley crude at sxegina? 

NO. 

woVv isnt. its 

It is only one of the factors that - in fact here we 
have 60 cents and we will forget about Kevin-Sunburst 
but on the basis of existing conditions at that time 

I can make, with a refining plant ecapeble of cracking 
the residue, on the basis of these recoveries I could 
mke.93 cents a barrel profit. Wow Jumay think that is 
toowmuch ox [-may.think it is too Little. But the tacts 
are with the prices prevailing at that time for these 
different products in the Celgary territory, where ] 
would of necessity have to market my refined products, 
it would yield me 9% cents a berrel. 

Now you are not going to put in any profit for the 
refining at all. You are going to teke the value of 
what we are getting out of a barrel of crude% 

Yes, that is it, and it will show whatever pofit it 
leaves. 

when we have th:t value whet is the next step? 


Vell that is where ve use part of that profit to extend 


our operations. 
“hat operations? 
Extend our marketing operations. In other words, to 


move the crude, in the wey of refined products, further 


fast or further “est. 
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To extend the market for which? 

To extend the refining market which automatically extends’ 
the crude oil market. 

All right. Then you say that it does not matter what 
the value of crude is any plaes else, that our crude 
Will go to that point? 

No; I did not say that. I said that was one - this is 
one of the fects or one of the factors, or one of the 
settled factors that will determine how far we can 20-~ 
But in determining how far v2 can go tnere are other 
factors and amongst the other factors is the fact that 
if I have we will say a branch in Portage la Prairie 
and 1 am willing to tske ea lesser profit for that 
portion of the business knowing that it decreases my 
other cost of refining, vecause it increases my volume, 
I may be willing to penetrate that territory and take a 
smaller profit. Which is the condition that is not 
faced by the Imperial. 

Do you say we are wrong in our.calculations by taking 
into account competition from other fields? 

No, I do not say you are wrong. i say that it is 
not right to base it on that because you are subjecting 
the publie to a sgondition that automatically gives you 
absolute control of the market. 

“hat do you mean, that this Company of mine and the 

Ba Bravere S aiane 

The Standard Oil, not your Company, but the Standard Oil 
on tov applying that system of marketing, or valuing 
products because of the power they have to originally 
fix the price at the first point and automatically 


making it have its effect all over the North American 
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Continent, and can dis-associate price they pay or 

the value they rluce on crude with the actual fectors 
of the money they receive from the public in the form 
of refined products, which certainly leads to monopoly 
and slavery. 

You are still in business? 

Yes. Phy? 

I do not know why. 

In order to stay in business I have to be so efficient 
that under the conditions they force me to operate under 
I have iust to go over their estimate. Their estimate 
is 1 cannot make it. But I am making it just the same. 
“hy? Because I have had to apsly myself and find 
ways and means, foreec by necessity to exist in spite 
of their calculations that I cannot. 

And that is where you use $O/ of your tixe: 

Verl, the tis one ‘of the veys,yes.” That. Ts one of the 
factors of staying in business. 

‘hat is the proportion of first grade gasoline to this 
third structure’ 

Proportion’ 

Yes? 

In here? 

No, in the proportion that is sold‘ 

Offhand I cannot give it to youe I woulda estimate, 
just froma casual knowlecge of the facts, betveen 

50% and 60%. 

Of vhat? 

Cf the total market. 

Is first structure? 


Is first structure, and sthyl. 
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And it is third structure you have been giving us 

the figures on here? 

Vell these are whatever is recovered. 

Vha tt 

These are the actual physical recoveries. 

without any regard to the amount to be manufactured or 
to be sold? 

True, because as I have explained to you why I have 
disregarded it is Lecause the Imperial or any other 
company could take and blend straight run with cracked 
gasoline and with additional lead could automstically 
make whatever ere the market recuirements of standard 
gascline and ithyl. 

Phere is no credit for this lead here? 

The price takes esre of it. In other words, you notice 
the cracked gasoline price is 124 cents where the 
straight run only brings 11.11 cents. There is 1.4 and 
the cost of the lead is certeinly considerably delow 
that. 

There is 19% in the Kevin-Sunburst crude of streight 
run and 51% in the Turner eValley crude of straight 
run? 

Yes, straight run. 

All I want to know is how can you ao what you purport 
t6 do on this statement without manufacturing that 
thing vhich the public requires yeu to sell to them, 
namely, first grade gasoline or second grade? 

“le are manufacturing it. I am taking in here, I am 
showing a recovery of 5lj straight run, and a recovery 
of 15%, the total of the cracked gas. In other words, 


66% capable of being sold as standsrd gasoline against 
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a dem-nd of around 60. 

MR. FRALEY: Phat is all. weal, 

just while you are there, Mr. Plotkins, at the risk 

of taking about two minutes, and just getting away from 
this agein, I wish you would make a simple comple te 
statement now as tn why you insist in all your creoss- 
examination that there must be a relation between the 
refinery net’ back and the cost of crude, that the 
seller of crude is entitled to ask the refiner, the 
buyer, what he gets out of the orude after he buys it. 


He must determine on thet before they arrive at a 


price’? 


The recson I meintain that stend is this, that in order 
to protect ourselves, I mean protect our resources as 

@ Province and as a Dominion, and in order for us to 
protect our liberty of action, economic as well as 
physical, we must not allow somebody else outside to 
bring about conditions in our country that will put 
them in a position to steal away our resources by 

some device of arriving at a value that they control 
every thread of it. In other words, what is anything 
worth, a piece of wood or anythirg else. It is worth 
the labour we put into it in relation to what somebody 
else will pay for it, and what somebody else will pey 
for it, if it costs $36 much to manufacture, it will 

in the long run be the cost of manufacturing plus a 
profit. 

That will be all right. But I have some erude to sell 
and you are a refiner’ 

Yes. 


You are coming to me to buyccrude? 
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A Yes. 
Q And I am so presumptuous I say.to you "Before I sell 


you that crude, you had better bring your chemist and 
your refinery superintendent and all your books snd 
tell me whst you get out of this crude I sell you." 
Vouldn't you tell me to go and mind my own business. 
You were simply going to pay me for the erude what you 
had to pay me and just as low as you could drive me. 
surely that is the basis? 

A In fact we will forget there is Alberts and Saskatchewan 


and take the whole North American Continent. 


aD 


No. Never mind that. I have crude to sell, and you 
want to buy some from me. Let us keep our minds to 
that. ‘h=t sre the consideretions thet arise between 
us? 

4 *e will take Alberta. You are an Alberte producer and 
foam an Aiverts refiner, “In tne ong runes we 
Chairman has pointed cut, what I am going to be able 
to pay you is only what I get out of it. 

Q But what business is that of mine what you get out of 
Let 

4 It is your business, because I am asking you as a 
producer to ¢9 and put your money in Turner Valley. 

C No, you are doing nothing but buying erude oil from 
me * 

$ That is your trouble. You do not know all about this 


business. 


RO 


I thought that I could simplify it? 
yy No, it is not that simple, because before I will even 
buy crude from you, you will vant to know my conditions 


and I will ask you if you are prepared to deal with me 
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beoause it takes two to make a deal and before you 

do say "I will guarantee you a supply..." this may 
sound peculiar now because we have to face practical 
difficulties and before you will tie yourself up and 
give me a supply which I will ask from you, if you 
are going to continue to supply me with crude, and if 
Iam going to continue to bind myself to buy it, you 
will want to know if I am able to pay for it and what 
price. Then the only justification tT canvg ive iyou for 
the price is the ma:ket permits me to pay so much. 

Now he may not tell you that, but in fact that is what 


it would be. 


&> 


Is that the way prices are determined? Maybe there is 
something peculiar about this business. If I ama 
wholesele tanner with e@ lot of leather to sell, end a 
shoe manufacturer wants to buy it, do I worry about 

What he sells his shoes for. Do you think it would 

take him very long if I insisted on knowing what he 

Sold his Grade "4" shoes for and his Grade "B" shoes 

for and generally all about his business.... 

4 You would worry about it and I will tell you whet you 
would do if you were concerned at all about your 
business, you would keep informed as to the market 
for shoes and vhat the trend was, so that you would be 
able to ascertein in advance whether it is wise to stock 
up or whether it is not. And so you voula try and 
relate the value of that hide to the shoes. 

C. I might try end get more for *y hides if 1 thought he 
was doing well in the shoe business, tf I could? 

A Not only hime He is dependent on the market and so are 


you. You would study the market. That is whatwe Inve 
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to do in the refining business. “ie have to know what 
the other fellow is doing and what the public is doing. 
Q eu is. NOG. JUS6 3 ae of the seller of crude saying 
to the buyer of crude "I will pay so much because that 
is what I can lay it down for from Montana; anda if 
there is nothing from Montana I will pay you so much 
because I can lay it down at that from ‘wyoming} and 
if there is nothing coming in from ‘vyoming I will pay 
you So much because that is what I can buy it fron, 
say from the Gulf." You say that does not happen? 
That is what happens with the Standard Oil. 


You sey that is wrong? 


> 2 & 


Yes. 


> 


You s@y now there should be a completely new order 
brought in that should reflect the refinery net back 
and you use jobbers' prices as the effective refinery 
prace do your? 
A Because that is the system that has been adopted in 
the past up till now, that is all. I say that yes. 
Mot a new order because I an not going to try and 
reform anything. 
Q No? 
: A No. Iam not attempting to reform the whole business. 
I am attempting to bring about @ condition where the 
Standard Oil, as represented by the Imperial, will 
consult us when they decide to put the price down or 
up, and dispossess us of part of our property. In other 
words, in the last three years our inventories have 


been depreciated by $45,000.00 and I was not consulted. 


} That represents so many years' work, and the same on 


the refined products, 
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You are insreasing your gallonage year by year? - 

Yes. 

You are doing very well in this business? 

oneal would not say so in this last year or so. They 
have put the prices down where we may not do so well. 
All you can do is to sell at the posted price? 

No, I do not follow the posted price entirely, but I 
&m influenced by it. 

You have Somes arrangement built up on the basis you 
have just described with the Sunburst Company? 

Yes. We have some sélling arrangements based on that, 
because they are sound. They are not artificial in 
other words. 

Perhaps this is importent ana perheps it is not. Does 
this system of yours exist anywhere else on the 
American Continent? 

You mean the system of relating crude...... 

Yes? 

To my knovledge in the last few years practially all 
of the crude moving out of Cutbank, outside of what is 
going to the Texas Company, is based on the market nett 
back. 

That is true? “hy is that? In other words the Home 
Refining Company down in Great Falls, and perhaps that 
is a typical one, there being no posted price he goes 
out and he gathers up five or six wells and he pays 
tha t paiee end cakes a contract with them based upon 
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what the market will give him for his crude after giving 


him a profit. 
That is ae great deal less than what the posted price was? 
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No. I recall the laple Leaf before it fell into 

the hands of the Standard Oil making that kind of e 
deal and they got 31.40 for their crude and the 

posted price was 60 cents. Wow the president just tore 
the contract up and threv it in the waste paper basket 
and says “'e cannot afford to pay that," because the 
Standard Oil was behind it. 

After the Imp:rial or the Canadian purchasers withdrew 
from Cutbank, why has there never besn a posted price 
Since then? 

Because when there was a posted price there was also 

a restriction by the purchasers, which happened to bv 
the rajor companies, and the result wos that the field 
was held down. When the producers lost the market 
because of the major purchasers no longer being able 
to take a portion of that crude, the »roducers made a 
study of the situation and decided to go ahead and 
make their own deals direct with the refiners, and 

to accept whatever price that crude would bring on 

the basis of the nett mck, irrespective of the 
refineries. -And what happened? “.e find thet they 
went into North Dakota. Now just the same as I can 
visualize we could go considerably further than we 

are going now in the dast, iiven on the posted field 
price if we had the same conditions that pertein in 
Montena or in that part of the United States. 

‘hat you are saying is, do you think the situation as 
found in Northern Montane now is better than we have 


4% in Turner Valley? 


It at least adapts itself to the Standera Oil method of 


doing business. 
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a No. I do not think that is the answer. I say do 
you feel that the present system in Northern Montana 
is better than the system of posting a price as we 
have it in Turner Valley? 

4 Yes, because it is er2ating a market for practically 
all their production,.and it will. continue to expa nde 

& You feel that we are not getting our proper market? 

4 Now Vevareenot. 

& How much further sast should we be going? 

A Oh, I cannot say offhand. I know we could go consid- 
erably further dest on this basis. 

Gj; It is just a matter of going dewn? 

y. No, nothing to go down. It hes nothing to do with going 


down. 


a) 


You are talking about North Dakota. ‘hat was the value 

of the crude that went to North Dakota? 

& The details I am not familiar with. I can tell you 
this when you say it is going to go down, that is the 
Same basis that has been preached us by the Imperial. 
But when you start going into it you might find when 
you go to Winnipeg there is still enough nett back 
that would allow that crude to go in 200 miles further, 
in the form of refined products, because you have 
changed the basis along with the territory in which 
you can refine the crude. 

Q You think the producers should be more or less in 
partnership with the refineries? 

A Not necessarily. 

Q Theat is whet it is? 

A They should bo left free and their crude should be 


left free. In other words, they shoulda not be tied 
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up for periods of a long time or at what the Imperial 
or Someone clse may want his market.. They should be 
allowed to go free and go and seek a market. If in 
the course of doing that they should be mde free of 
the posted field price which is the Imperial's idea 
of value and not anybody else's. If they sre left free to 
do that we might find they could sufficiently increase 
their production and sufficiently extend the field 
that they will make more money at yl.00 or 1.10 or 41.2% 
than they are now. Because there is also in producing 
the same as there is in refining, there is a relationship 
between the profit that you get at a given price based 
on volume. 

O bs) that. is jiall, ire. Plotkins, perhaps, you. have usaia 
everything you went to ask hr. Reeve have your 

A No, .£ still want to get him to see the picture as a4 


producer. 


a 


Perhaps having listened to you he has seen it. 
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FRANCIS Fu. RasVi, 
recalled: 
fe PYOMS. PLOTKING: Now, Mr.Reeve, you 
have heard what I have had to say in regard to this 
st: tement? 
A Yee. 
fs You see that we can determine the value of a barrel of 
crude based on what we get as a refiner for the refined 
products. You may not agree with this particular 
calculation, but the fact is we can, in the light of 
whet we know we are going to get, and we do get for 


these different products, determine “ht crude is 
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F. Reeve. 


worth to us at the refinery. 
Dell aren't you fixing the prices from the wrong end? 


Supposing you determined that we should produce it at 


50 cents to make your business pay: 


No, this does not show that? 

No, this doesn't. But you have to establish, fixing 
the price from the bottom up rather than from the top 
down. 

THi CHAIRMAN: You sey that is not 
possible don't you? Is not that what you just told me 
was not possible? 

That it 2s not possible to set a fixed price to pay for 
all time. 

To work from the bottom up. I thought our last word 
from you was that that just wes not humanly possible 

in your view? 

fwoo not think it is humanly possitic Tor you! to.-1r: 

a price that will abide for eny Jength of time. 

Mr. Plotkins seys if you cannot start at that end, 
cannot you start at his and work back’ 

No, I think you have got much the same difficulty there. 


Ma. PLOTAINS: why, Mr.neeve? Haven't 


‘we got the actual value placed by the public? The 


public is willing to buy products at these prices, 

and all we have to know is whet is left for the producer 
at these prices? 

You want to give the producer a fair price fori nie 
product? 

Yes*% 

Tf you can get it cheaper somewhere else he will get 


a feir price. Then you start your operations from that 
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point. 


My. Reeves, let me ask you one simple question. In 


n 


the last analysis, is not that what you get for your 
crude, what the public pays less the cost of getting 
it there? 
fee FRA? LAY: Less a profit? 
Mie PLOTKING: The cost, which naturally 
includes a profit. Is not that in the last analysis 
what you do get? At times you may get less and at 
times you may get more. But in the last analysis is 
not that what the value of your crude is? 

A The value of our crude is what we can get for it. 


It may be under and it may be over. 


2D 


we will assume vou are not cnly a@ producer, but you have 
préducing wells, you have a refinery, you have a 

market and you have trucks. The guestion of the field 
price would not concern you very much would it* 


A I think so. 


& Why? 

q Vhat you have to pay in the field..... 

q I am assuming you are a producer and you do not pay 
anything. You just produce it. 
THs CHAIRMAN: Praduce your own? 

% MW. PLOTKINS: Produce your own. [I 
am just assuming for the moment you had ths means 
of marketing every barrel of crude that you produced. 
In other words you have not only the wells, but the 
refinery and the marketing outlet. ‘sould it make 
any difference what you said the erude was worth’? 

4 Oh, I think so. ‘shenever I had a business with several 


departments I consider what each department should be 
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Tun for. 

That is different again. ve will assume it was divided 
into several departments for just practical purp@es. 
You get the crude. But in the last analysis it would 

be the totel cost taking the ¢rude from the well, 
refining it and transporting it and marketing it that 
would determine the amount of profit because you could 
only get so much from the public. Under thew conditions 
could you name a price for that crude that would have 
any bearing on the situation? You cannot place a value 
except for bookkeeping purposes or the Gompany's pur- 
pose or some other purpose 

Yes, we can place a value. If we are Losing, if it is 
possible we are going to stop producing. 

I am asking you, I do not know if it is hara to eonceive 
it, but to conceive you are an integrated company and 
you do your best to produce at the Lowest possible 

cost. You are not over-capitalized. You have run 

your crude production end of it efficiently. You do 

the same with your refinery. You do the same with 

your marketing end» You do the same with your means 

of transportation. You are a good business man and 

you succeed in selling every bit of your products on 
that basis of cost comparative to other people. 

“hatever is left between what it all cost you ahd 

what you get is profit. ‘would it make any difference 
under them: conditions What price you put on the crude 

at the well? 

Yes. 

“hy? 


‘ell when you are running a business with several 
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departments you are. in duty bound. to. <4. .4% 


De) 


“hy are you duty bound? 
b To run each department efficiertly and you should run 
it on its own merits. I know in an integrated business 
Sometimes you let one department suffer and the other 
Gepartment gain. But to know where you are at each 
department should teke care of itself. 
G Now, Mr. Reeve, does it make any differance to you,, 
running your production end efficiently, what you get 
for it? Poes it preclude you from running it efficiently 
whether you get 91.00 or 3;k.50 or $2.00 for your crude 


£ Certainly. 


co 


But for the purposes of this discucsion, if you had 

sufficient capital to properly take care of everything 

it would not make any difference to your cust of producing 

a barrel of oil whether you got 92.00 or whsther you got 

1.50% “We will forget all other considerations. It 

would not stop you from being efficient just because 

you gotca Littla more or a little Less) for your jicmeday 

A I am used to managing vessels. te have a fleet, and 
we will let each boat go on its own resources. If we 
find a certain vessel does not pay we cut it out. ie 
cut out the loss. You have to do the same with any 
integrated business. 

G True, but you won't find out whether thet oil well 

or your production department pays until you have sold 

the finished produets and weighed the money you get 

fer them against what it cost you to get them there. 

So thet won't stop you from being efficient in any 

part of your operations? 


A The minute you or the Imperial undertske to ask us to 
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take a lower price than+s can afford we must stop 
operations. 

q True, but in this case you are not even dependent on 
the Imperial, except to compete with them in the 
finished market price. You heve got your om wells. 
You have your ovn refinery, and so forth, and you are 
selling the products in competition. You cannot get 
much mor: or less than you are getting? 

A You are asking me to put myself in the place of the 


manger of the Imperial. 


2. Not of the Imperial, but of anybody? 

4 Well a major company. 

a Only for the purpose of asking you to answer one question. 
Is it not, in the lsst analysis, what you get for your 
crude what the public pays for the refined products? 

4 No. You are putting the eart before the horse. ‘hat 
the ptiblic pays depends upon the price of the and 
the price of processing it, and th price of marke ting 
it. 

But we have been shown here, lir.Reeve, that that is not 
a fact. The Imperial disregards what they get for the 
gasoline, and they ask you to value your crude on the 
basis of what they can get crude somewhere else. So 
that they do not tie it up and that is one of the 
complaints I am making. They de not tie it up to the 
refined products price. .So that how can you say that? 

A I say that they tie up their finished products price 
LO the @erude. Tt is definitely related. 

C You say they do? 

4 verteainly. 
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& “ell if they don't they should. 
Te i Ae MANS: Sail we will stop now. 


(At this stage the Hering vas adjourned until 10.30 A.M. 


Sist May, 1939). 
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li ne Province of Alberta 
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IN THE MATTER OF THE PUBLIC 
INQUIRIES ACT 


—and— 


IN THE MATTER OF a Commission, dated the 
12th day of October, A.D. 1938, to inquire 
into matters connected with Petroleum 
and Petroleum Products 


Commissioners: 
The Honourable MR. JUSTICE McGILLIVRAY 
(Chairman) 
—and— | 


L. R. LIPSETT, ESQ. 


_ Session: 


CALGARY, Alberta MAY Slst, 1959 


VOLUME __® __ 


CN Dee 


Sree nemeetcy 


VOLUME 68 - May 31st, 1939. 


WITNZSS.S s 


Francis F. Reeve, recalled . . 


games MoGrath, recalled «Lei ye wie iad eae rene tes 


ae Gis Ue ibmicra RG, 


eee 


W278" - Annual Report issued by The Standard Oil 


wo79m = 


of Nev Jersey for the year ending December 
Slst, 1935, put in evidence by Mr. Plotkins 
who reed into the record certain paragraphs 
deel ing with the method of placing a value 


on erude oil, see record pages 8105 & 8106. 


Issue of the "Oil ‘eekly" (magazine) under 
date of May 22nd, 1939, from which there 
was read into the record certain parts 

of an article on the "Pro-retion picture" 
dealing with the oil situation in the 
State of Illinois, the sub-heading being 
"TJlilinois Investigators see no Need for 
Pro-ration". See record Page 8192 et seq. 
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8191. 
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10:39 a. m. Session 


Sist May, 1939 - 8104 - 
Ma. FAL BY All right, Mr. Reeve. 
MR. PLOTKINS: Mr. Chairman, before we 


proceed with Mr. Reeve, I would like to make one short 
remark in connection with what Mr. ?rawley has to say to 
the Commission rorarding the method of determining the 
cost of producine crude. I have a pertinent article 
contained in the report of the Gtandard Oil of New Jersey 
for the year ending December 4lst, 1935 and it treats of 
that very subject, it is only one paragraph and I would 
tere wonread it ; 

MR. FRAWLEY: You may file the report. 
Man EROLKENS: I would like to read it, 
Ma oa noe my. report, it is not my property. 

MA, FRAYLUY: I know, but T am thinking 
of ths Commission. You are taking something and I am 
assuming that it, that you will read everything you have 
in mind at the moment, but it is out of its context, and 
I think it would be much better to have the whole report 
and you can call their attention to the paragraph. 

MR. ELOTKINS : Perhans you can get it. 
Mp, Pan iey: Parhaps Mr. Nolan would be 
g008 enough to ask Mr. Pendergast, this is a report of the 
Standard Oil Company of New Jersey for the year ending 
December 3lst, 1935, that is somes yeoars hack. 

MR. PLOTKINS: True, bub the principle is 


what I am going to draw the attention of the Commission to 
So far as determining the cost of procucing @ barrel, of “oil. 
Me, Pak Ley: Oh yes, if the company can 
get it, very well. 

TUE ONAIRMAN: Of course, ordinarily you 
cannot take a paragraph out of its context and expect it to 


be of much value because it may be affected by the rest. 
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MR. PLOTKINS: It happens that it is not 
ths case here. This paragranh deals exclusively with the 
value of crude oil. 

THe CHATRMAN: That is. abl Tien tae 
then the document as a wh le, why is it so important, 


Nee Pilotkins , that it be not filed 424 whole? 


Pca PLOLKINS : Except it. is not my 
property. 
THS CHATRMAN: I mean, cannot you 


borrow it as well for the purposes of putting it before 


the Commission as for reading it? 


Mxs FLOTKING : Oh, J..suppose So’. 
TH! CHAIRMAN : @ Bre not going to 


destroy it. 


MAY PLOLTEIS Ss L Suprease that 18 Tent. 
TH! CHAT RMAN: Then we will make it 


Sxynibit 278 and then you can read what you consider to 
be the pertinent paragranhs ane we can read it as a whole. 
Miers : Yes. 
ROPORT OF SLaNDASD Oli Om 
NE) JERSTYROR THD. Yaae 
BNDED DCRR R Sis. (2200. 
HERE MARETD Ag sexHnT Ri Sayeu 
Pe OL ENS ¢ The neasonm Dam» reading 
this particular paragraph, anc calling it to the attention 
of the Commission, is that the representativ2s of the 
Imperial Oil have maintained right along it is impossible 
to do so and this is what this says, on Page L2sot 
this report: 
"rrfective January 1, 1931, the oil producing 
‘gybsidiaries of Standard Oil Company ,New Jersey, 
not already on that basis, adopted the method 


“of capitalizing intangible drilling costs and 
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"amortizine them on ths unit cost basis. 

"No adjustment wis made to reinstate as a 

“capital expenditure intangible avril line voos as 

“which previously had b3en charged to expense. 

zt All the fixed capital assets subject to 
"depreciation, depletion and amortization, 
"except unoperated leases, are depreciated, 
"depleted or amortized over their estinated 
‘Life by the application of the unit or the 
"straight line method." 

Apparently that is the method that the Standard Oil 

Company of New Jersey uses in its head office in 

determining bhide vit costs: 
"No amortization has bien provided for goodwill, 
Mwhich is indéluded in Patents, “opyrients, 
"GoodWill and Oreanization Costs . In arriving 
vat rates under the unit method of derreciation 
"ana Genletion, th® quantities of recoverable 
"oil were sauabiiehed inon estimates made by 

"the companies! geologists." 

In other words, in this pertinent paragraph the 

report gives the shareholders the basis on ‘hiuh 

the company has included in its consolidated state- 

ment the value of its inventory to the cost of produc- 

ing oil. Now I believe that mo Goubt the head office 

can make available to the Commission the unit cost of 

producing crude in Turner Valley. 


THS CHAIRMAN: Any more questions? 
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FRANCIS F. KEWVE, having 
been recalled, examination by iir. Plotkins continued: 

2) Mir. Reeve, in cgonnection with further developments in 
Turner Valley for the purpose of maintaining the pro- 
duction to the requirements of our market, is it your 
Opinion that that further development shoulda be carried 
eut from the proceeds of gales of stoaks or other means, 
in other words, new capital brought in or is it your 
Opinion that that should be done from the earnings or the 
income ot the existing wells? | 

A That would be a matter of policy of the individual company. 

Cw Yes, but in your opinion what would be the wisest sourse? 

A In reference to my own particular companies that I am ins= 
terested in and managing why we find that we cannot go to 
the public now and get money; that we have practically got 
to develop out of our own income. 

Q Your earnings? 

And turn it back into capital. 

Q That it would be desirable from the independent producers 

in view of the conditions which exist to be able to explore 


or to increase or maintain this production through the means 


of insome. 


A Decidedly. 


Q Because the conditions of the market are not within your con- 
trol? 
4 The terms which we can get money on now are too ssvere to 


make it worth while to develop. 
Q In other words as you said before in your statenent--<- 
A In fact we can go on the market and buy our own stock rep- 


resenting certain values in the wells discounting the assets 
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that are in reality te the developments cheaper than we 

ean drill the well. 

Well now does that not mean anything tn you, Mr. Reeve, 

[I mean is there not some, what would cause that? 

Well of course it is partly a reflection of general mar- 
kets. | 
General markets? 

Yes, there is no doubt that the world markets, the stock 
markets, have taken a severe knock because of the conditions 
in Europe. 

Yes, Have you any bases where you calculate or where you 
were in possession of the facts in any industrial or other 
large company where the stock was selling for less than the 
net assets of the company? 

Oh yes. 

You have? 

Yes. 

Less than the net cash on hand cf the eampany? 

I do not think any that severe. 

Not that severe? 

No. 

Well is that not a condition that at times exists with re- 
spect to Turner Valley companies? 

It does at the present time, not with reference to the cash 
but in reference to the tangible assets. 

So that if you were not able to maintain earnings, you as 
an independent producer, due to the fact that you would have 
to pay too much for your capital to continue drilling, some 


outside capital, you would disappear in time as a factor in 


Turner Valley? 
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A On the present basis thore are companies that are getting 


capital to develop. 
Cumpanies that ere getting capital? 
Yes. 


Which ones have you in mind at the present time? 


Pas De peo 


Well there is the Winalta and there are two other companies 


that that same group---- 


© 


Oh yes, but those are syndicates? 


oo 


Yes, where they are carrying on developments. 
Those companies you are referring to now are syndicates? 


Yes. 


oO tt © 


And don’t they take the money from companies that are now 

producing, in other words are they not taking the earnings 

from their companics? 

A some of it is coming from that source and some is coming 
from entirely new sources. 

Q But in the main it is now difficult to obtain capital to go 
ahead and further develop? 

A It is for the ordinary stock company. 

Q For the ordinary intividual or stock company? 

aA Yes. 

Q Does that condition pertain to the Royalite or the Imperial 

0i1, do you know? | 

NO« 


No, they have sufficient carnings? 


I would not say that, they have sufficient capital to develop. 


os 2 & 


You are familiar with their statements, with their yearly 


financial statement, are yuu? 


b> 


Yes. 


Well they do not seem to be lacking in capital? 


A No they @o not. 
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No, they have shown at least considerable reserves in 
vested in stocks and bonds? 

Yes. 

and that is available to them for drilling further wells? 

I presume that it is, | 

So that in the rates for maintaining percentage er maintain- 
ing production, between the independent units in the Valley 
and the major companies, is it your opinion that there is 
inequality,’ that the major companies have the capital and 
the independents are not so fortunately situated? 

IT am not going to find any faults with anybody who b:d saved 
their money and got their capital on hand. 

No, but I am just asking you if that is a factf 

If there is eny inequality of opportunity, then I would 
find fault. 

Well is there in your opinion any inequality of onportunity 
in the Valley? 

Well I think that necessarily the smaller individual is 
handicapped, from the very nature of the fact. 

You mean he hge@ no capital, he has not the ebility, the 
organization and so forth? 

Those are the sandicaps. 

Yes? 

I would not want te go on record as saying that applied to 
every company, I think that smaller units ean compete if 
they are properly managed and conserve their assets. 

Mr. Reeve, have you ever given any thought to this situation 
in Turner Valley where you as a producer with your oil all 
contracted to the Impcrial or the Royalite or some other 
company? 


Yes. 
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In respect to a new company wanting to come in here? 
Yes. 

To expand our markets? 

Yes. 


What is the situation that that company is faced with? 


MR. FRAWLEY: You mean a new refining com- 
pany? 
MR. PLOTKINS: A new refining and distribut- 


ing company? 

Well it would depend upon the size of the ccmpany. 

I am talking about a reasonably good sized company wanting 
to come in here and maybe put crude, I mean put refined 
products into Manitoba or into some parts of British Col- 
umbia? 

Well they probably would not eome in without they could 
first establish a reasonable source of Supply that was not 
tied up. 

Yes. Well now is that condition, de the conditions which 
exist to-date, are they amenable to that situation, I mean 
could a refining company come in now and get any source of 
Supply? | 

Well I think the present source of supply is pretty much 
taken up, I doubt whether there is a sufficient source of 
Supply. 

In other words, it is pretty well contrected? 

There is a possibility of cvuurse of developing a supply; a 
major company woulc work along that line rather than to try 
to butt into the present supply. 

Yes, and. what would be the situation; your position as a 
producer if we assume that tomorrow the California company, 


which as I understand, is coming in here soon, wanted, came 
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tu you and said "iJell now the market only permits you of 
an average to sell 50 or 60% of your present potential 
production", and when I say potential I mean potential 
in the light of no waste and "I would like to buy or 
make a contract for the other 30 or 40% with you", would 
you be in a position to deal with them? 

A I would in a measure but now as to the two wells which 


they have tied up on the perpetual contract. 


&E 


With, the wells you have tied: up under the regular contract, 
even though you could find a market for what oil you could 
produce, you would not be in a position to deliver that oil? 
iA No. 

Q So that this refinery would be precluded for some time at 
least from coming in here and effectively competing or ex- 
panding the market? 

A They would be handicapped as that effected them. 

Q Yes, if they wanted, if they persisted in coming in here 

they would have to buy their crude from the people who hold 


the contracts? 


A Yes. 
Q And that may not suit them. 
THE CHATRIMAN: Or surely they could acquire 


new land and drill new wells? 

A Yes, that is a probable way that they would come in. 

Q MR. PLOTKINS: Yes, that would be the only 
way left for them to come in? 

A Not the only way but the probable way. 


The probable way? 


ce) 


A Yes. 
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Do you know how long it would take a company like the 
California company to get, to make contacts, to develop 
lands and a reserve sufficient to warrant the investment 

of the company, of that company in the refinery and mar- 
keting facilities in this country? 

That would take a fortune teller. 

It would take a fortune? 

MR. FRAWLEY: No, he said it would take a 
fortune teller. 

It would all depend on how successful he was in his develop- 
ment. 

MR. PLOTKINS: We cannot produce a lot of 
erude and reserves overnight, it would take time? 

surely it ‘would. 

And while this development was going on the companies would 
be in a difficult position because they could not go ahead 
and start a refinery and build marketing outlets until they 
had developed sufficient actual production to operate on? 
No, they couldn't come in as a full fledged concern at 
once, they would have to work their way in. 

That is right, is that not what the California company is 
actually doing at the present time? 

Pitaink that is correct. 

THE CHAIRMAN: How long does it take to 
drill the average well or rather what is the average period 
of drilling a well, roughly? 


Between five and six months. 


MR. PLOTKINS: In your, in the light of what 


you know about this business, Mr. Reeve, would it make any 
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difference to the competitive situation if the California 


company were to operate today, to you as a producer? 


There is no doubt that it would make differences but I 
cannot undertake to say what those differences might be. 
Do you think that we would benefit by a greater price by 
the Turner Valley product? 

Lior t. Lt . 


You doubt it, do you think the market would be expanded? 


Yes. 


What is your reason for thinking that? 

Well the Standard Oil of California have outlets other than 
the Imperial. 

In Western Canada? 

Yes, in British Columbia. 

Oh yes, they have some in B. C. but they have none, I wWiil 
not say none, they have a few in Western Canada, but 
would that give you a sufficient basis for expressing your 
opinion that they would expand the markets, the territory 
in other words? 

I am inclined to think, I surely think that they would ex- 
pand the market. 


Do you know the relationship betwecn the Standard Oil Com- 


pany of California and the Standard Oil Company of New 


Jersey, the parent company of the Imperial? 

In a general way. 

In a general way what is it? 

Well the Standara@ Oil Company of New Jersey controls a con- 


siderable block of the stock of the Standard Oil Company of 


California. 


wanes’ 


Ais 


i 


» e oKew 


Hae 


Me ried 
ati fui ee 


“ay 


nomaet 


a ee aa a 
y SOR MD hig 
; 


ney Ah ea ‘ ; 


a ibaa: 
“y 
" 


rae “toe 8 wor 


a E gant i 


wih fe, psi! 


ayy 


nae 3 sesh tail nen 
fu Bae ei odd @ | 


Re} 


acer tho ihe 


F.F.Reeve 


Cl 
=| 


— oe 


So they would more likely gct together and distribute the 
market, I mean, proportion the market between themselves. 
THE CHAIRMAN: Oh well now, that isa matter 
of argument. There is no need to ask the witness to 
speculate. If it is a fair inference you can invite us to 
make it. 

MR. PLOTKINS: “ho owns the well that you 
mentioned, Mr. Reeve, that was crowding you on the West I 
understand or the Bast? 

On the West, the British Colonial. 

THE CHAIR SAN: Dem SOrry t Qian viet tine Ge 
Me weribish Colonial. 

But I didn't catch the question? 

MR. PLOTK INS: I asked Mr. Reeve who owned 
the well that was crowding his lease, that he complained of 
on the West side? 

THE CHATR AN: Yes, and you said? 

The British Colonial. 

MR. “PLOTKINS: Do you know who the oil is 
going’ to or has that well been completed? 

It is not completed. 

Do you know whether or not it has already signed up under 
contract to the Imperial? 

I do not know. 

Have you any knowledge, personal knowledge, of what is dis- 
closed by the type of drilling in Turner Valley by the 
Imperial Oil, in otner words, what does it mean when they 
“iia Ce everybody and try to muintain a position of per- 
centage in that field? 

Well they do their offsetting in many cases to fulfil their 
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contracts on their leases. 
To fulfil their contracts on their leases? 


and naturally they offset to protect their own oil when 


somebody has drilled a well adjacent to their property. 


Yes, but can you give us your opinion or can you tell us 
whether this was the fact, that if there was a big well 
comes in and they own no acreage anywhere near it, is it 
not customary for them to acquire acreage immediately and 
then offset, or do you know? 

I think that would be, I cannot state their policy in 
reference to any individual cases. | 

I know, but in the light of what you have observed? 

But I think that the observation would be that anyone 
who is in the oil business wants to get land adjacent to 
good oil land. 

And you see nothing wrong in that? 

No. 

Now in the matter of storage, Mr. Heeve, iS it not icon- 
esivable that the price will come down whether there is 
storage or whether there is no storage, to threaten the 
price? 

I didn't quite get that. 

I say whether there is any storage available to threaten 


the price, as has been pictured here, or whether there is 


not, as we are operating at the present time is it not poss. 
bf 


sible for the price to go up or to go down just the same? 


I do not take any threat of the lowering of price very 


seriously. 


now that we have the advantage over stuff brought from 


Montana. 


IT believe we are in a position in Turner Valley 
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No, I do not mean that, lire Reeve, whet I am asking is 

in connection with this storage on the top of the eeatial 
a sufficient amount of storage to guarantee us to take 
care Of all the peaks? 

I could have nore storage on the basis that I want to op- 
erate our wells on the optimum rate throughout the year 

or as near to that as practical, I have not got any worry 
as to the price, I think that it would be very nice if we 
had that oil on hand now and the warket would take it and 
we slow up on operating our wella- 

No, but what I am asking, bir. Reeve, the oil, the price, 
the quoted field price in Turner Valley could come down 
just the same by reason of other factors, just the same 
whether there is storage in the field or whether there is 
not any? 

Yes, but of course we will have to adwit the fact that there 
is an element of danger if you get storage to excess, some- 
body will, somebody will make a break and possibly cut the 
price. 

Well now cutting the price, well now that somebody may go 
out and reach out for a further market? 


Yes. 


And not necessarily cut the value of the crude, the price 


is only an artificial factor? 


Yes, I appreciate that and I realize that we have to take 4 


certain risk to get the broader uarket. 


That ig your primary object in accumulating storage is to 


broaden your market? 
That is my secondary object. The first is to operate the 


wells economicaily. 
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And your secondary object is to widen your narket? 
Yes. | 
And if you are going to widen your market, we have had 

quite a lot of evidence here that it may be necessary to 
meet the competition, to do so, in other words you may 

have to cut the price, cut the price that the Imperial 

has seen fit po put up as the posted field price? 

That i8 possible under certain circumstances but I do not 
think it is probable. 
You mean=-~+ 
At present. 

That you can expand your market in your opinion without 
reducing the price? 

I think the present market is broad enough to take care of 

Our supply at this time of the ycar. 

So that the threat of storage is in Your opinion nor-existent? 
I do not take it too seriously. 

What have you to say, Mre Reeve, with respect to the possibil- 
ities that the standard Oil of New Jersey is using this 
question of shortage of crude or &t least making their nom- 
inations and. creAting conditions in the Valley where there is 
a shortage of crude and siaking it possible to increase their 
shipments of refined products from the Illinois crude into 
Western Ganada. what have you to say about tmt? 
Well & think that the threat from Illinois will cure itself 

in a short time, the same as the Montana situation has 
cleared up. 
True, vir. Reeve, but at the present time they have a condition, 
the industry in the United States is faced with the condition 


where the oil is coming out of Illinois and it has to be taken 
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care of and the Standard Oil of New Jersey is one of the 
companies that have a vital interest to protect and they 
must take care of their share and they are trying to do 

it by sending it to Sarnia ang heaving it refined there 

and in face of their own particular problem and knowing 
their own best interest, is it not conceivable that they 
would displace some of our Turncr Valley products, ir- 
respective of price or economic conditions? 

MR. NOLAN: - mr> Reeve, before you answer 
that question, may I say, Lir. Chairman, that there is a long 
preamble to that question and the interests of this comvany 
to them and I would not like isr. Reeve to be mislead by the 
question in any way. 

TH CHATR: AN: No, that is quite correct. 
You made a lot of statements there, sire Plotkins. 

lin. PLOTKINS : It is only for the purpose 

of asking the question. 

THE CHA TiaiAh: All right,,but your state- 
ments are of no interest unless Pontes in that box. 

Now if youwant to make a statement and ask the witness 

if he agrees with it well and good, if you want to make a 
statement and ask him to assume it to be true, well and 
good, but you cannot make a lot of statements as being 

true and then ask him to say "yes" or "no" to some question 
based on those statements. He is the witness. You should 
just break that up and put it to him one at a time if you 
like. You see if you stop to think about it, i 6h 


large upon what I have saio only to assist you---+ 
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lot of statements down there as counsel and we do not 
pay the slightest bit of attention to them, they are not 
sworn to and any witness who gives an answer predicated 
upon assumptions that have not been proven or of which he 
is not asked to assume, equally his answer is of no value 
and will not be given any weight by us, so why not ap- 
proach it in the proper way and get some good from your 
questions. 

Mie PLOTKINS: Gan I ask the witness, iir. 
Chairman, to assume that in order to answer it? 

TH CHAIRMAN: Surely you can ask hin to 
assume anything, but unless the assumption is established 
at some tiime, some way, at least before this Comission 
the answer will be valueless. Somebody has to swear to 


the things that we are asked to act upon, 
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You know, Mr. Reeve, that there is a situation of 

over production at the present time in the Illinois 

Hale Ba id 

ves. 

You know it is pressing on the merkets of this country? 
Yes. 

I mean oil is finding its wey into Canada? 

bd¢ mot Khow eny deta on it, but. To have heard that tt 
does thres ten our tarket. I reslly coulad not’ say 
whether there is any actually been delivered here 

but I would presume that there had been. 

You do not know whethe: there is oil actually coming 

Re OL NOt s 

I would not be in a position to know that only from 
hearsay. 

WR. FRA'VLAY: It is sworn here that 
there is. You can put that to him. thir. leGreth 

said it was actually coming in to the line, to Portage 
la Prairie. 

Me. PLOTKINS: Yes. Mr. MeGrath, 
representing the Imperial Oil gave the Commission a 
sworn statement to the effect there was a consicersble 
amount of o11 coming in from Illinois: 

I pelieved it was coming in from newspaper talk and 
say-so, but I have not the actual facts. 

It amounts, as I understand it, to 14,000 barrels 2 
day. Now part of that 14,000 barrels is finding its 
way into the Wanitoba market. That is the evidence we 


have here, 


THa CHAIRMAN: By Mr.:eGrath you sayy 


MR. PLOTAHILS: Yes. 
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THA CHAIRMAL: All Pient. . Yousdan 
ask the witness to assume that end if Mr. ieGrath's 
evidence is worthy of belief, go on from there. 

Q hie ee LO ULL NS 's You assume with «me, 
Mr. Reeve, that is the fects as disclosed by Mr. 
MeGra th? 


4 it have not any reason to question it. 


= 


Soni te yours opinion. then, tha toin, the light of these 
fects that there is any possibility of the Imperial 
Gil using that necessity of theirs of finding a 
market for this present excess production in Illinois 
and uSing that as an excuse in order to displace 
Turner Valley croducts or Turner Valley crude in the 
Menitobs market, irrespective of price conditions? 

4 E do not believe they would use it as an excuse. If 
it was good husiness to bring it in from Illinois 
instead of buying ours they would do it. I do not 
think the fuct that those fellovs down there are dis- 
organized, and possibly letting their oil go below 
cost, should greatly perturb us. The situetion will 
right itself. 

Q Thetis true if you teke the, long view of, it. But 
I am only asking you that guestion in the light of 
these conditions where they aze Shipping it in and 
displacing Turner Valley’ 

Bb It has an adverse effect if the statement is correct, 
of bringing that oil in here. 

A But is it not a fact then, Mr. Reeve, that if the Imperial 

could displace a certain amount of territory, logical 

territory of Turner Valley, because of a condition that 


A athe in Illinois now, that if tomorrow the Standard Oil 
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finds a new big field in “yoming, much closer than 
Illinois, they might also do the same thing with our 
market here? 
That is possible. 

So you as an independent, and other independents, 
owning their crude oil and being in the position to 
sell it from day to @ay, and independent refineries 
and marketing outlets being available, if @ eondition 
arose tomorrow where “yoming wes a threat to this 
market, you as a producer tied or contracted with the 
independent refiners anc marketers would still be in 
@ position to continue to market your crude in the 
form of refined products in this territory, and not 
be governed by what is taking phace in \yoming. In 
other words, you would have some protection for your 
market, is that earanen 
The guestion is rather involved, Mr. Plotkins. 

I want to know, we have the Imperial at the dict:tion 
of its parent Company doing what it is told in order 
to take care of their own particular problems, which 
is perfectly legitimate. On the other hand we have 
@ group of independent producers in Turner Valley 
with crude to sell. If they are under contract, of 
course, and a condition like that develops, all they 
dows? to curte il the purchases and you have to abide 
by their decision. They mey take it down to 10% or 
20% or 50%. On the other hand, if we allow a condition 
to develop in Turner Valley where the independents are 
not tied up by perpetual contracts and conditions are 
such that independent refiners ana marketers can exist, 


then would not the situation be much more favoureble to 
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you aS a producer in Turner Valley to maintain your 
market in spite of what is teking place in the Unitted 
States? 

Die POLAT: Before you answer that 
Iam going to suggest there is nothing to show that 
the Imperial buys oil at the dicts tion of the parent 
Company, and if this question is predicated upon that 
assumption there is no evidence and iizr.Resve should 


not be asked that question as a question. 


ee LCT ies Theat the Imperisl buys 
oye a 

THs CHSIRMAN: At the dictation of the 
parent Company. it ‘is @ perent: Comer ye epi fois 


also e@ separate lezal entity. 


Hae Oui s & separsts legal entity, 
yeSe 
TH? CHALRMAR: It Cound Duy. oll Without 


any dictation. If you want to ask ir.reeve to assume 
Met, oll right. 

Poe ee EL 8 Yes, DD will esk you 

that question on the assumption that the parent Compa ny 
would ordinarily ask its subsidiaries to help it with 
its problems of marketing flush production of crude. 
Assuming that, would you not believe that the independent 
producer, without being tied up by a perpetual contrect, 
and having a erket aveilable through the independent 
refiners and marketers in ‘estern Caneda, would be in 

a better position to maintain its market under the 


circumstances I have related to yout And I have 


asked you to assume. 
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VHS CHETANAN: On the assumption made. 
I want the small refinery to have equal oprortunities 
in every way with the major refineries. But in 
making contracts we have to consider both sides of it. 
I do not believe in these perpetual contracts. On the 
other hend if you do not givs them some protection 

in the way of a contract, they won't conduct their business. 
Pewee GOK INS s You do not believe then, 
that there would be any advantege in the independent 
producers in Turner Valley being able to have their own 
markets 

Phere would be a decided advantage for free play of 
economic laws. If there is any wey they are being 
restricted I am opposed to it. 

You have not given us the benefit of your views, Mr. 
Reeve, about how you would go about pro-reting the 
production of the wells in Turner Valley. On what 
basis would you do it’ Bottom hole pressure, gas- 
oil ratio, or open flow: You as a practical producer 
out there must have some views on that. 

Weld, from the practical end the oll-gas ratio is the 
thing that we want to watch very close, because that 
is our lifting power, and we want to meintein it as 

a lifting power as long as WG Gan. 

woulg you disregerd acreesze as a factor’ 

No. Wo, I would not disregarc the other elements, 

but I emphasize the gas-oil ratio. That is the 
vital thing to conserve. 

You mean you would still feel all the other elements 
are relevant, but they must be tied to the proper 


gas-oil ratio so as not to create any waste in lifting 
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Fe. F. Reeve. 
energy. 
& The main toning I see in the present operation is that 


we do not produce sufficient in the vinter time to 
take gare of this summer market. , 

Q Do you make yourself familier with the velue of the erude 
from time to time at the refineries, the crude you sell 
to the refining company‘ 

ys) r@ll, I look at it from our own particular stendpoint 
8S producers. @ want to get all we can for our crude 


and make all ve gan, 


a) But 45 gravity to you means just 45 gravity? 

ys) Noe lappreciate the value, the comparative values of 
the products. Wot to the full extent thst a refinery 
man would, but we do know in a generel way we have a 
valuable product in Turner Valley. 

me) Are you aware of the fact in the 1@st few veeks while 
the gravity has remained the saie, the pipe line run 
of crude cil I am talking about now, that the gasoline 
content has been substantially increased‘ 

a) Iam aware of the fact refinezy processes are improving 
and you are getting more gasoline. 

@ No, apart from any improved refining process, but in 
the ordinary distillation, the ordinery refinery distil- 
lation, we are now getting a considerably bigger 
quantity of gasoline than we were six weeks ago or 
two months ago or some time ago» vo you know that? 

A “hat is the resson for that? 

Q I am asking you if you know it? Lo you know that is a 
fact’ 

& I would not know that. 

& Do you knov whether thet ould inerease the value of crude 
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to the refiner’ 

4 It would if that is correct. 

f So if you kept yourself familiar with what products 
you have to sell, you might have a voice in deciding 
what it is worth. In other words, if the producers in 
Turner Valley done what other businesses has to do 
and just went and investigated their business and found 
out what their crude vas worth in compsrison with some 
other crude from time to time, they would be ina 
better position to go to the refiners and ask to be 
considered when the question of price was taken up. 

4 They should have an idea of what their product is worth 


by comp-rison in order to trade intelligently. 


C Has any of these producers made any effort to do 
that, the independent producers: 

& I would sey that they have to a certain extent, 
possibly not as fully as they should. 

C ‘fould you have any ideas of the reason for that increased 
percentage of recovery of gasoline while the gravity 
remains stationary: 

TH: CHAIRMAN: If there is* 

A that would be a question of the efficiency of the 
refinery I would think. 

e Mune FP LOPEENE : No, .it is due toa 


Condition in the field. I just wanted to know if 
you knew what that condition vas, or wheat condition 
had been changed in the field thet would ereate 


that. 


THA CHALALAN: If there is any such. 


he er LOT ists: If there is any such 


inerease? 
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Ms PROULAY: And if there is such a 
condition. You +:said something about a condition. 
THs CHAIRMAN; OU “see, ‘Me. Plothinss 
anything like that you deal with yourself in the box. 
It is no use trying to convert this witness. Ve are 
the people you should try to convert. The witness 
says he does not know anything about this. 

Poe PROTRITS « Mr. Chairmen, there 

is @ purpose in bringing out the fact that he does 
not know. 

THE CHAIRMAN: '@ll you make your point 
about that. 

WR. PLOTKINS: PHS Csr aLLy thanks. 


Bi, FRALEY: Mr, xeeve, I just have 


2) 


one question. Mr. Plotkins has suggested to you that 
you would be better off associated, you as an indepen- 
dent producer would be better off associated with an 
independent refiner than with a major refiner, and I 
wondered if you can see any difference to you in 
being associeted with refiner "4" rather than with 
refiner "B", if you were simply in the business of 
producing and selling crude oil. 

A Wwe associate with the people we can get the best con- 
tracts from. I had to gc to the Imperial rather then 
the 8.4A., beeause I could get a yearly contract with 
the Imperial and not be tied up with a perpetual 
Contract. If I see any opportunity of getting a 
better price for my oil, and better results with an 


independent, I want to be free to “do that withinve 


reasonable limit of time. 


You told us in the beginning thet you had a little 
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difficulty when your wells came into production in 
find ing Somebody to tuke it from you. You ultimately 
made a contract with the Imperiel’? 

IT had no difficulty in getting them to téke it, but 
the question was the length of the contract. 

You had to do a little neg tiating and you ultimately 


one 


came to a conclusion with them about that. Did it 

ever occur to you to go to Mr. Plotkins and do business 
with him? 

No. 

Let us just review the situation as to refineries in 

the Province of Alberta today. There are just, as I 
uncerstend. -) tell’ me if I am right) or’noti> the Inperial 
Oil Company, the British Americgn now, and Mr. Plotkins, 


MretHufr in Let! bridge, Mrs Munro “in Caleery andy ir. 


Hyde in Red Deer. Am I right’ 


MR. PLOTAINS: And ir. tavland. 

Mia BPRAGLIY: And Mr. bayland in the 
Valley? 

Yes. 


Some of those I have named are very very small oper- 
ations are they not? 


Yes. 


But we have the Imperial, the British Smerican, Mr. 
Mayland and Ir. Plotkins as being fairly respectable 
sized refineries, is that not right? 

Yes 

why didn't it occur to you to go to these two, Mr. 
Mayland or Mr. Plotkins, to dispose of your crude 
when you had this little bit 21 difficulty: 


“elt I had spoken to the British émerican and I did 
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not propose to go elsewhere. I thought that 
would be the party I would like to tie up with. I 
did, however, approach i::. Payleand during the period 
of trying to geta contract. 
“hat was the reaction there 
Well hé had not the tankage available at that time to 
take care of it. Unfortunately it was in the winter 
time and it is pretty hard at that time to get a new 
refinery to take your product. 
And you did not approach Wr. Plotkins at ally Suppose 
that you were doing business with an independent 
refinery and this new flush field came in in ‘iyoming 
th: t would send the majors down to ‘‘yoming and induce 
them to bring their crude supplies from \iyoming and 
let Turner Valley go, do you see any reason why the 
independent refiner, if he were alert, would not be 
doing the same thing’ 
He would undoubtedly get his stuff where he would get 
it cheaper. 
If it were selling i: “yoming at such v he could 
lay it down in Calgary at less than he could lay it 
down from Turner Velley, would not his good sense 
toll hin to go to Ww .oming®? 
Yes. 
The independent as well as the major refinery‘ 
Yes, 
Now, you sai that in your viet the Standera of vali- 


fornia, or any other major company coming in here, 
woul@ prefer to develop their own erude and obtein 


their own crude supply than to purchese from the people 
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who had it’ 

I did not hardly mean it just that way. I meant 

that their greater oprortun:ty would be +0 develop 

@ new source. The supply now available is taken up 

with the present requirements, and the opportunity of 

them getting eny there would be very limited. 

Ma MOLAR: My memory is Mr. Reeve 

did not sey they preferred that, but that was one way 
in which they might obtain a sufficient supply. 

Was PR Leys My note was that a major 
company coming in would rather develop their own 

source of supply rather then deal with the major com 

panies here that had erude to sell. Is that a wrong 
impression of whet you wanted to tell the Commissi on? 

well, that is a matter of belief that they would prefer 
to develop their own resources. 

Yes. Wow why do you say thet? 

well, the opportunity of getting in here is so limited 
it would not be worth their while. There might not 

be over 5 or 10% of the oil that is not tied up. 

Neger mind tied up, because Mr. Plotkins, I wish he 

had put it to you, in dealing with these products, 

Mr.Reeve, we must alweys keep in mind the Imperial 
Company's statement made to this Commission through 
their Counsel, that they will sell at ail times, as 
long as their own requirements do not require then 

to do otherwise, they will at all times well to any 

bona fide purchaser, be he the biggest or the smallest, 
if they pay the postec field price plus the cost of 

getting it into Calgary. Let us have that alveys 


running through this evidence. That being so, why 
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would not the Standerd Oil Company of Galifornia 
just come here and go to the Imperial Vil Company 
and say "I want to buy 3000 barrels a dey." They 
must first eppreciate whet Turner Valley Gan do, 
or whet the Alberta oil fields aa do. But assuming 
that the Turner Valley oil fields could produce it 
end that the Conservation Board would permit pro- 
duction sufficient to take care of the new demand 
of the Standard Oil Company of Celifornia, that we 
are told is coming in, just a moment ago. Assuming 
that. hy would they prefer ~ and I am not suggesting 
you are wrong at all - but why vould they prefer to 
go out and find their cwn acreage and drill, and find 
their own production rather then buy it from Mr. 
Nolan's client at the posted field price. 

A Because back of the picture you have an outline. 
They would see if they went to the Imperial and 
British Smerican in the winter time they could get 
all they wanted possibly. But when it came to Summer 
the major companies now operating here would say "e 
neéd all of this for our ovn trade." Then they 
would only be in the position of half time operators. 

a That is a very practical answer, and a very practical 
reason. But putting that all aside, and assuming 
with me there would be ample production, just twice 
as-much in Turner Valley as there is today. Assume 
that condition, and sup_.ose the stendara came in. 
“ould they still prefer to develop their own production 
then to buy at the posted fielc price froi another 

Tell us what your vie\-s are about that‘ 


ma jor company. 


A You will haves to ask me to assume certain other conditions 
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that they would be up agzsinst. That would be only 
one Side of the problem. 

QR “hat would be the other side? 

A I do not know. Phat is a question of the future. 
Lots of things might enter into it. But I do know 
in general that a major company would be greatly 
handicapped trying to come in here end setting their 
products from Turner Valley. 

G That is because you have some doubts about whether the 
field could, at the moment, toke care of another major 
compa ny? 

A There is no guestion about it. 

* Bug lL was not worrying about that atvall. I will tell 
you frenkly “hat is in my mind. Woes a major company 
Peetere, Oo aril for oll or buy Tt ha wera Ui 

A seome have one preference and some another. 

C thet 1S. fine. There is not. then any uniform desire 
on the part of a major company, as you understand, 
to want to become a fully intesrsted company and 

produce,refine and market’? 


4 Coewmle think there 435 


% Of course thers is* 
A They are on safer ground. 
‘s Uf course. &nd would not their production costs 


then, or their laid down refinery costs be less than 
if they had to go and buy at the posted field price. 

4 They might and they might not be. 1t depends on how 
efficient they were. 


es 


G But we a: 2 talking about the standard Oil vompany of 
California at the moment. ‘:hat do you think of thet‘ 


4 “eli I have no doubt they are an efficient company. 
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You see we have talked an awful lot about this question 
of who should be in the oil business. Is it sound 

to have @ producer in a water-tight compartment and 

the refiner in one too and the marketer in another one, 
or whether the sensible thing in this petroleum 
industry is to be integrated. This seems to be a good 
opportunity to discuss it with you. “het do you think 
about that? : 

I think all refineries should be given an egual oppor- 
tunity, but I do not believe in chopping the business 
upe I believe where they contact other people such 

as the pipe line that their accounting should be in 
Separate departments. But I do not believe in excluding 
them from any branch of the business. 

No. 

TIT CHAIRMAN: If thet were possible. 

I gather hr.Frewley's question comes down to this, if 
it were possible for you, for example, to be in the 
refinery cusiness and the marketing business ana had 
you enough wells to provide the rev procuct for your 
refinery, would that advantage yourself so to do% 

In short, is ther an advantage to an integrated 
company? 

I think there is undoubtedly. 

Pecan ho YS Mr.xeeve, you told 
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us that you thought that the Standera Oil Company of 
California, just as an example, vould expand the 
market? 


Yoo. 


Where would, in your view where would the ctandard Oil 


Company of California expand our present market’ 
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“ell, I would hope there would be some adjustment of 
freight rates so that they could take our oil to 
BeGe, and supply their outlets there. In addition 


tO that) there is no doubt if they would enter this 


field I would think the result would be expansion. 


I know, but I would like to explore that. If 

freight retes came dovn we would not need the Standard 
O11 of California to do it. The Imperial Oil Company 
would look after that if freight rates came down, and 
the British American Oil Company. If the freight 
rates came down to the right place we could regain She 
Manitoba market. I do hot think there is much doubt 
about that. I do not know about getting over the 
mountains to British Columbia. But where would the 
otdndaré Oil Company, with the freight rates as they 


are, where could this markst be expanded in your view?, 


TH? CHAIRMAN: If the California came 
int 
MR. FRE LAY: Yes, by the California? 


That is as good an example as you can nave. Or the 
Shell? That has come in a little bit st Jasper. They 
are in there but no more. But if either of these 
companies came in and began to market, where would 

they expand? 

“ell, I presume the answer there is if you are assuming 
that they are not going to find any adjustment, or 

get any adjustment in freight rates, they would have to 
take part of the present market. 

Of course. I know it is highly cesirable to adjust 
these freight retes, but I do not suppose we would 


just altogether need the Stancard Oil Company of Cali~ 
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fornia. I would be ashamed to think we would have 
to wait for them to come in and get these freight 
rates down. The anene cOinpanies gould do as much 
as some new company coming in to get these freight 
r=tes down. 

MRe KNOLASN: And some Government 
is doing something about it. 

Mi. FRAWLIY: I would not tempt me 
so fer as to what the Government is doing to get 
these freight rates down. ‘e have done as much as 
Your) Clients, and that is) putting Ib miLaly. 

WR. : LOTKINS: You are making some 
remarks I do not think are quite correct. You are 
assuming if the California Company eame into Calgery 
and went into the refining business that they would 
not be in a position to talk to the railroads, because 
they have distribution points at the Voast that the 
Imperial has not. In other words, there is a lot of 
considerations you are not aware of and you osnnot 
make the statement. 

THE CHAIRMAN: You ‘tell aim about 1% 
at the noon hour. 

ion Pa et V's It is a remarkable thing 
1f the Standard Oil Gompany could do sore with the 
Canadian Pacific Railway Company than the Imperial 
Oil Company. 

Toit CHLTRVAl: All right, ir.Frawley, 


adil e 


get on with the witness. 


you tell me where it would advantage the industry 


b¥ way of expansion of markets by a new rsfiner and 
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marketer coming in. I do not want to keep any 

of them out. But I want to explore this thing 

from your standpoint, end get the benefit of your 
views as to whether, under present conditions, the 
market could be expanded by a new man where the 
present people cannot expand? 

That is more or less a matter of opinion, Mr.Frawley. 
It might work to our advantage and it might mean 
they would buy up a lot more corners and secondhand 
refineries, and put more expense on the public. 

I do not know how it is going to work out. 

Share the markets, that is true. 

bene. NCLAN: I wanted to ask you if 


I may, this well that was offered to wr. Maylend, the 


production which you offered to Mr. itayland, what was 


the name of that well? Did you tell us¥f 

Command Number l. 

That wes Command Number 1? 

Yes. 

That was a pretty good well wasn't itt 

Yes. 

"het was the production it came in at* 

Open flow it came in at about 12400 barrels, one inch 
choke. 

And what is its allowable? 

Its allowable is something over 400 barrels today. 
It is much better than the average well’ 

It is better than the average well. 

Speaking of this Standard of California, wr.eeve, 
did you say that it was a subsidiary of the Otundard 


of New Jersey? 
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A No, I said that the Standerd of New Jersey owned 

a large block of stock in the Stenderd of Californias 

Do you know if they control it or not? 

A “ell not in reference to the amount of stock. But we 
do know that it 138 ptetty muoh cohtrolled. If they 
do not control it themselves, they and their friends 


do. I think that is the genexval belief. 


£> 


How does that information come to you, because my 
information is to the contrary? Somebody told you 

that the Standard of New versey controlled the Standard 
Ce oa Orne, Or did you readq itz 


A I do not see I should be asked to give this as evidence. 


AED 


wernt agon'’t worry about it. TWads vhet somebody tod 

you* 

A It is information thet I gathered from certain sourcss 
and we put tro and tro together and come to that 
Souclusion. lf you. eskea me to prove iG @icoulawncs 
prove it. 

a I am not going to a4sk you any more about 1%. Now 
the Standard of California, whether it be controlled 
or not by the Standard of bev Jersey, why should it 

| not have some of the difficulties of pioneering this 
field that have been experienced by the other major 
companies’ Do you knov of any reexson why it should 
not’ 

A That would be one advantese we have not touched on, 
of them coming here, that they woulda put nev. noney 
h=re eng crests nev developments. 

i And pioneer a bit: 

4 Yes. 


ir. Plotkins put it to you, ana asked you how long it 
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would take for them to get a source of supply that 
would be requisite for their needs. It has taken 
the major companies a long time in this Valley to 
get a source of supply requisite for their needs 
hasn't itt’ 

4 Yes. “e have thought that they have not gone at it 
as vigourously in their early days as they should 
havee 


But they have been at it a long time: 


A Yes. 
> You know that? 
Li Yes. 


(Go to Page 8140 }). 
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Something was said by Mr. Plotkins about the produc- 
tion in the fisld and Mr. Frawley put a question to you 
and J was not very sure about the answer, did you say 
that the field could or could not produce our market 
requirements, I think your answer was "There was no 
question about it", and I didn't quite understand 

what you meant? 

Ve can produce our market requirements but we are 
producing them at a waste of the gas-oil energy at 
Tocee nmouwlat the optimum rate. 

Can we produce more than our present requirements 

im your opinion? 

THY CuUAT OMAN: With the present wells, 
Vou mean? 

Mew NOLAN: Yes, with the present 
ew hr. ReOvVe, 425 16 1s ARerey 

That woulé denend unron what winter storage you gave us. 
“ell, with no winter storage then we could not produce 
mor2 than our present market requirsments with our 
present wells? 


Not at the optimum rate. 


Yall at the rate that you get from the Conservation 
Board under the order permitting allowables? 

Oh, if thsy ran the wells practically wide open, yes. 
Yes, but if you run them as the Conservation Board says 
they are to be run? 

Yell, they are not necessarily saying that they ought to 
be run at the present rate, they are operating between 


the deal am the practical as I take it. 
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No, but they say how much you may be permitted to 


t 


produce, Mr. xeeve, you do not have to produce that 
amount of oil? 

@ have to in some cases or our neighbor gets it. 

That may be but that is the amount which you are 

allowed or permitted to produce, is it not, and 1 want 
to know if all these allowables added together are more 
than are presently required for our present market with 
Oirepresont wells, “in your opinion? 

They are sunpposéad to balance, you various refineries put 
in your requisitions of what you want and the Board sets 
right out to meet that requirement, irresnective of 
Whecuernivat(is).cood for the wells or not, 

PMGw@orls Supposed to balance: and. then vou eo furans 
Mr, Reeve if 1 understand you, and you say they are not 
producing the allowable now in the field? 

A considerable number of them are not. 

Then if a considerable number are not the total allowable 
is not being produced? 

Right. 

Hat 1s right? 

Right. 

Because one well does not make up what the other fellow 


does not produce? 

But the Board makes adjustments from that. 

From time to time? 

OSs 

Under the present orders, is it your gpinion that these 


wells are not rroducing ths allowable over the averages or 


do you know? 


\ considerable number are not producing their allowable, 
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I cannot give you the percentage, 

a) SOvyou cannot tell me how many wells, short of the 
allowable the production now is? 

A No, the Board will have to supply that information. 

a ite) LAAWNLAY § NOULG! VOU MAT a0l sty i 
ask you about that last question, you said the Board 
set the total allowable to satisfy the nominations 


or the requests for oil? 


A Yes. 
o negardless of whether it was good or bad for the oil 
or the wells, now did I get my notes down incorrectly? 
A I did not mean to imply that the Board has no regard 
to cro wells but I ‘do say that they "Ssetv"the allowables 
to meet the requirements of the refineries. 
a) Yes? 
A ind in some, in many cases it works out that some wells 


are producing more tan they should. 


a) Yes? 
A They are producing above the optimum rate. 
#) Is it not simple then to take the well that is not doling 


it and cut it down and find, make it up, make up the 
deficiency by giving the better and bigger wells a little 


more production? 

A They undertake to do that whenever they make their 
adjustment. 

Q So you did not mean to convey there was a disregard of 
the due operation of the field? 

A No, decidedly not. 


WR. NOLAN: But when a well does not 


eo 


produce its allowable, Mr. Reeve, it is because it cannot 


produce it? 
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A Because it cannot nroduce or it may be possible that 
the owner does not desire to produce it. He ate ere 
to conserve his well but in manv cases we may desire to 
conserve it but we cannot because our neighbor is allowed 
to produce possibly more than he should, 

Q Yes, but if a well in the valley today is not producing 
its allowable is it because it is not able to nroduce it 


or iS it because the owner does not want to produce it? 


A Soanoswucases 1t-1s because it. is not able to do it. 
a Yes, well if ourmwells are not able to produce the total 


allowable which is the market requirement, then is that 
not an inducement and an incentive for foreign oil, 
Such as “ontana, to come into this market? 


A Yell we would hope there would be an inducement to the 


refineries to pay out more so that we could drill wells 
raster: 


Yes? 


& 


A Suthotvcourse it will; asvou suggest, it will teave 


it easier, leave an easier way for the foreign OBES 


come in. 


& 


Veee but if/the refinery paid you more for your O12, 

that is an encouragemeat to other noone oils to come 

in, then we get into the circle again, don't we? 

A "te have to let the law of economics have their play here 
so we are just, it is just going to Kick back on us. | 

Q Because the higher our local oil is the narrower the 

territory, the market territory, is going to be, that 


is right? 


A Yes. 


Q Recause it will be pushed back by cheaper oils, if there 


are cheaper oils elsewhere? 
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That is if you let sufficisat of it be. reflected in your 
market price. 

Yes? 

There is no advantage one way or the other if you do not 
let the price that we sell the oil to you reflect on what 
you market. 

Yes but if the price of oil stiffens in Turner Valley, 
if this posted field price goss up, doesn't that narrow 
the market for Turner Valley oil? 

That does, considering the remarks I have made. 

And is not the result of that eventually that there is 

a reduction in the price of Turner Valley oil, to endeavor 
to recover the market which has been lost? 

It would work around in a vicious circle if we go to 
Une exucreme. 

Powat, not Like thse tide of the’ sea coming anand foun, 
out, that it all depends on your local price as to what 
area you serve, is that right is it not? 

Yes, 

And the local price is affected by the prices elsewhere? 
They are bound to be. 

MR, NOLAN: Yes, (Cnet sha Gem eri. 
MR. PLOTYINS: One more question, have 
you ever had an engine«r from the Conservation Board 
come to any of your wells to determine what was the 
optimum rate-of proau cian? | 

They visit the wells but they can see that from-the 
reports which we send aes 

You mean they can tell the point at which your well 

will produce the most oil in an economical way? 


There were a lot of wells produced last winter one thousand 
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or’ Tive’ hundred feet of gas to a barrel of oil and now 
they have gone up to twenty-five hundred ana ws know 
that is not the optimum rate and they have those facts 
before them. 

But you have not had an engineer in there to make a 

a@ Survey on that basis? 

4e@ have never ha* them in there to experiment. 

MR. PRAULEY: Mr. Reeve, I am 
interested in Nr. Nolan's last series of questions. 

I would think that Mr. Nolan's clients have an 

enormous amount of information about the Turner Valley 
field, have thev not? 

They should have, yes, undoubtedly. 

They undoubtedly have? 

XOS). 

Now ir. Reeve, as a producer in Turner Vally, have you 
any doubt that ths Turner Vallsy fieid as sa whole can 
quite easily produce twenty-five thousand barrels of oil 
a day? 

They can, 

It certainly can and if some of the wells are straining 
qa bit and we shut off, the Board shuts them off, they 
can quite easily give to the other wells, some of my learned 
friend's wells perhaps, can easily bring that production 
up to twenty-five thousand barrels 4 day? 

That is possible but they have had an undue burden put 
unon them because they have not been allowed to operate 
to a greater degree durine the winter months. 

That is very true and I am wo11l aware of that point; 
nicture at its -orst, todav's situation 


looking at the 


where there has not been this ideal situation so far as 
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you are concerned, and just dealing with what we have 
today, you have no doubt but that the whole of Turnes 
Valley, the big wells and the little wells,-can produce 
what iS now being asked, twenty-five thousand barrels 
per day? 

I believe so. 

You know it to be a fact, do you not, that the twenty- 
five thousand barrels are being produced today quite 
satisfactorily? 

“ell the nominations are for twenty-five thousand but 
certain wells are not keening up to it and which will be 
dealt with some way and that will be adjusted. 

Yes, but I am putting it to you from the Board,. my 
information from the Board is that the treet neaes 
thousand barrels are being vroduced now today and 
yesterday and the day before and every day now, whatever 
it may have been a few days before that? 

Does the Board state that all wells are producing their 
allowable. 

No, but then making allowance for that, I say the 
twenty-five thousand barrels per day are now being 
produced, I should not be makins statements, I simply 
suggest that to you, do you really know? 

: know that the wells in turner Valley ars not producing 
their allowables and I cannot see how you can produce 
twenty-five thousand unless some are oroducing over 
their allowable. 


It might be adjusted, that is what I put to you a few 


minutes deo? 


Yess"? stated they would make the adjustment at 


the end of the month. 
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I suppose some of them could be making up back 
@llowables, Mr. Reeve. 

Some have the vrossibility of doing that, 

That is true, I mean just so there will be no wrong 
information to the public or to my friend? 


I do not know that there are any wells that can make 


up back allowables and that have back al‘towables. 

Nhat I am suggesting to you is that that is so and 
perhaps I should not extend it, I-.cannot be giving 
evidence here but if it becomes important I will offer 
some evidence to establish that. 

MR. NOLAN: That reminds me, Sir; 
There has been 4 great deal Said about the Conservation 
Board, the formula and method of distribution and we have 
had no authoritative statements from them. It seems to 
me that it would assist the Commission greatly to know 
just what the Conservation Board is doing so that if 
there are any criticisms of it they will know what policy 


has been laid down. 


MR. FRATLEY: That has already been gone 
20100". 
MR. NOLAN: Ne have been thinking about 


it since th2 9th of December and we have not had any 
evidence about it yet and I am Saying, here we are now 
on the 31st day of May and there has not yet been brought 
before this Commission any official of the Conservation 
Board to explain Tt: -Mow I am not saying that in any 
wrong way but surely it woule be of some use to the 
Commission to have an official come and tell us- how the 


Conservation is put into operation. J hear these 
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independent producers coming along and saying this 
Should be done and that should be done and one 
gentleman complained because there is the acreage factor 
in the formula. I would venture to Suggest that this 
Commission does not know why there is an acreage factor 
in the formula and if there is how it onerates., I do 
not. "e have not heard about these thines and I do hope 


before very lone we vill have someone come who c#n tell 


Daa ley ds te Just so my l3arned friend's 
statement will not go all alone on the record, I have not 
been thinking about this since the 9th day of last Docember 
because in my Seon it has not been germane to this 
inguiry Since last December. 2 think however, it is) probably 
germane to this inquiry that there should be some statement 
en that wot ts: amatter of ifairiyyboneoricin,and Caress 
give very serious consideration to placing such information 
before the Commission. 

WAtOa LIPSsTT: Mr, Frawley, woulc it be 
possible when you are giving that if you could, to give 

the Conservation Roard's view of the total capacity of 


the field at the vresent moment, assuming that the larger 
wells get un to their proper fieure and the smaller wells 


get up to what they are able to nroduce under good production 


methods. 

Pe eA TLS 3 Very well, “ir. 

Ta CHAIRMAN: Any more questions? That 
= BR SE Cg Ras ors aegis C® 


is all, thank vou mf.-#8éve. 


M7? PRAULEY: Now I do not intend to 


ae) 


call any more producers at this stage. I think it would 
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be more useful to hear the producers whom I have 

in mind, called after we hear Mr. McGrath's evidence 

So now I am prepared to call Mr. McGrath but I 

arranged with Mr. Nolan that he would be left at the 
hotel because he is doings some work so if you would 

be good enough to adjourn for just ten minutes, we 

can have thirty or thirty-five minutes of Mr. McGrath's 


evidence in before lunch time. 


eae aN I understood that 

Mr. *isher's svidence was not comrnleted and I think 

it would be a mistake to go on without having 

Mr. ‘isher comniete what he has to say. 

Pay CEL MAN : To the extent that we 

can, Mr. Trawley, we would like to hav: each witness 
done with before we go on to something else. I know 
ityis. not, often it is nol. practicable ‘and weane 

Ee ereaia to yield to your view when you think it is not 
practicable to finish with a witness, but if we. can 
get done, now there cannot be very much left with 

Mr. cd Sher s 

MR. FRAWLEY: Mr. Fisher is not here and 
I was waiting, I may be wholly misunderstanding this 
situation of Mr. Fisher, I understood that “r. Flotkins 
had not finished his cross-examination when I quite 
innocently thoueht he had and that is all there is 

of Mr. “isher. I do not know that there is anything 
else that Mr. “isher, that he is required for. 


TH? CHAIRMAN : No, that is right but even 


so he must be here. 
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MR.» FRALEY: Ohi! surely there is 

that. Now Mr. Plotkins, I have told Mr, Plotkins 

this morning what my plan was and he took no objection 
in the world and he quite agreed with it throughout., 

MR. NOLAN: “ell I do not and neither 
does the Chairman, 

Met FRAVLEY: And that was to provide 
Mr, McGrath an opportuhity to come here and do his work 
So that he can return, no, not so much for his return 
but to get on with what I regard as a most important 
part of the-inquiry. 

TH™ CHAIRMAN: How many loose ends 

have we at the moment, there is Mr. Burns. 

Ma, FRAWLEY: Les. 

Pot GHATRMAN : There is Mr... fisher and 
is there any other witness we are not done with, 

MR, FRAWLEY: No, 240 not, belisve "so, 
Nr, Plotkins of course has not Tinished, 

THE CHAIRMAN : Mr. PLOotkins, thatude so, 
MR. NOLAN; I was told, if my memory 
Serves me, that the Gas . Oil troducts have further 
Statements to put in. 

THE OHATRMAN: That. is so, hers is) 6 
witness from the Gas & Oil Froducts, those are four 
witnesses that we are only partially through with but 

if you. say that you think it “ould advantage the work 

of the Commission to deal with Mr. McGrath we will do So. 
Pee Re at Tt is this; Me. \ Chainer, 


Ve, MeGrathts submission is the principal submission on 


- the question of manufacturing costs and value of crude. 


It is important for Mr. Cottle to hear his evidence. At 
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one time, a long time ago, I thought Mrv Vottle was 
going to have completely delivered to him all of 
Mr, iseGrath's submission, Now Mr. Cottle has received 
a great deal of information from the Imperial but 
Mr, .cGrath is still working on statements, putting them 
into shape, into a shape that neither Wr. Sottle nor 
myself has seen. I am awfully anxious to gat into the 
record Mr. MeCrath's evidence, whatever it is going to be, 
So that Mr. Cottle can s3e what he is goine to say and 
can then confer with the consultant we have retained 
On une question of refinine Costes, /Youlseel i Haves 
book sanead: J have ‘these nsonle coming here. “Mrs -ishes 
is here all the time. That mav be something not awfully 
important, that Nir. Fisher should be here today to inswer 
PcveeLoukin's questions, Mr. i hotking: has “pbecn @oodtenyoue: 
to say that it does not matter when tir. Fisher cones back 
so far as he is concerned and I do not suppose it matters 
to him when he completes his own statements but I say so 
far as the Commission is concerned we must get on with 
Wr. McGrath as soon as possible. He has been here ain the 
city for two weeks now and that is why I am wanting to 
get on, I do not want to be unreasonable, if there is 


Some better reason why Mr. iMeci‘rath should not go on. 


ee CEL RAN: You have heard what 
Vr. srawley has said, "r. Nolan, do you see any objection, 


in the light of the reasons he gives, for wanting to nut 


re. MeGrath on. 


Pee OLN: Ss “all dt Seems! Go Men. ia. 
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hard on them. JI understand that these manufacturing 


statements are not ready but 1 see no ereat advantage in 
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Mr. MeGrath having to do it from the box, because 


when these statements are ready he can provide 

Mr. Cottle with them and Mr. Cottle can send them 
wherever he wants to send them, but what I am a 

little concerned about is that we are going to go 
alons and we are going to have a lot of tail ends 

and it is hard to nick them up after a lapse of time. 
t have been reminded this morning by Mr. ?rawley that 
Mr, Burns was expected to make a statement. 

THE OHAT RIAN ; Yes, 

MR Obes I had not remembered 
buy, i.do remember, but unfortunately Mr. surns went 
tonw-ochester on Friday of last week. “Now J nope) he 

1s 2o1ns to ba all right and 2 hope ne 4s 20ine 10 

be back very soon but those are things that happen 

and which disrupt the work of the Commission. Now 
that 16 not Mr, PFrawley's fault: nor Mr. Burns? ‘feiws. 
It is one of the things that happens by reason of 

the nature of the work as well as other things which 
come up. As a matter of fact I hope that the material 
that he was to file has been prepared anc left behind 
and I will inquire about that, that is in answer to your 
letter of this morning. My memory is that it was a 
statement showing what leases that this company, the 
Royalite Oil Comnany, held which were direct from the 
Crown and which were not. 

MR . PRAUTLEV+ _ Yes, it nad ta. do with 
a question of depletion of certain properties. 

VR. NOLAN: If they were diveet. 
from the Crown or sub-leases from someone slse and my 


suggestion would be that we go on with what we have here 
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now ready and available and,after all,the producers 

are not anxious to come and wait about here any more 

than anybody else and if we can get through with some 

of them in the next day and a half it seems to me that 
would be advisable, 

been PUL VLby, 2 You. see air, Chairmap there, 
now I hope that «11 of the evidence which we put in is 
important but there certainly is a degree of importance 
but I say frankly that there is some evidence that is 
more important than other svidenes, and there can be no 
more important evidence than r, en tate and if we do 
not have Wr. MeGrath today and tomorrow we will not have 
Him wntil next Monday. 

VE Ol 5 a el Lo We «Gain tar ea elas 
we are alive to all that you say and we; like you; would 
much prefer to get rid of these (so-called tas ends or 
eviaence but after all Mir. Frawley has some responsibiiicy 
in getting on with the work of the Commission and if, 

mith due regard to the respoisibility which he has, he 
says that he thinks it will advance our work.andwan 


the end expedite it, to have a particular witness come 


call that witness unless there are good reasons Shown 

tothe contrary but equally we think, Mr. Hrawley, that 
we will not ask Mr. McGrath to rush up here for the sake 
of the ten or fifteen minutes of evidence that he could 


‘ a TAN aan al £ j Y 9 W 
give be°ore lunch time, so we will sit again at two 
o'clock. 


4 


met ¢ 2 fal a a € 2) > pf 
( The inquiry was hers adjourned and resumed at 2.00 P.i. ) 
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J. McGrath. 


2:00 P. M. Session. 


JAMES McGRATH, having been recalled, 
examined by Mr. Frawley, said: 

Q Mr. McGrath, before going on with the question of manufacturir 
costs, there were two things yobh were asked to doo as, vi 
récall, Mr. Cottle asked you, through me, to draw a series 
of economic lines, as we have been calling them, depending 
on the posted price of, a series of posted prices on Turner 


Valley crude? 


A That is right. 
Q And did you do that? 
A sbi Us Bro 
Q And the other thing was, and which we might take first 
as it came from the Chairman---- 
“THE CHAIRMAN: Either way, Mr. Frawley. 
Q MR. FRAWLEY: I just saved myself in time, 
something or other, at the moment I cannot just rocall, 
I am covered with confusion. 
A As I remember, Mr. Chairman, you asked me to explore the 


possibility of having separate crude prices for presumably 
each Province, and you wanted to know what I thought 
about that. Wellj°L wibl give you; first efrarl, 
refineries do not ship or the shipments are not confined 
to Provincial boundaries; in other words, the Calgary 
refinery ships products into Saskatchewan; the Regina 
refinery sips products into Manitoba. Now, this Manitoba 
area that I am speaking of here that the Regina now | 
Supplies is not the territory which was formerly supplied, 
which was switched back to Illinois; it was part of 
Manitoba still supplied by Saskatchewan and always has 


been. Now, regarding the starting price for each Province, 
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J. MeGrath. 
if it were possible, it would mean that the erude in 
the field would be purchased and in some way &lloecstsad on 
the shipments to the various refining points, is that 
what you had in mind? 
TH CHAIRMAN: Yes. 
Well, let us take Regina for example, the running at 
Regina, the crude run at Regina is fairly uniform; in 
the Winter time we run a little less crude than in the 
Summer, but at the same time we run sufficient crude 
to build up» stocks in that refinery to take care of the 
peak period in the Summer; now, let us assume that 
Regina is supplying Saskatchewan and this former Manitoba 
area known as the $1.02, where the $1.02 price is, we 
would put in crude into Regina and store the stocks, 
then in the Summer time we would ship those stocks out 
to the Regina normal area and to the .anitoba area. 
Well, first of all, it would be impossible to absolutely 
segregate the crude between those two areas. 

Q That is if you were doing it by Provinces? 
That is right, Sir. For instance, there may be, we may 
be buying or have in stock 300,000 barrels of gasoline 
and assuming that all, that that will be divided evenly 
between Manitoba and . Saskatchewan, well, probably there 
may be a greater demand in Saskatchewan than in Manitoba 
but the over-all demand would not be more than 300,000 
barrels, then you would have to divide up that stock on 
that basis, so it is practically impossible to take one 
refinery point and attempt to divide the crude price on 
that basis for the reason it is supplying two territories. 


Now, do I make myself clear? 
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Yes, I can ses the di tht oniiad Apes Provinces, but 

what I had in mind and probably I put it very badly 

to you, was that the Regina refinery would serve 4 
certain area, whether in Saskatchewan or in Manitoba, 

it would normally cover a certain territory? 

Weg. 

And the Calgary refinery would cover a certain territory? 
Yes. 

Would it make any difference to your observations if 

you considered that instead of Provinces? 

Yes, I will cover that; first of all, the lines separating 
the refineries are not permanent, that is, these lines 
change back and forth, so it would be necessary to set 
permanent lines, I presume, dividing lines between the 
refineries, disregarding Provinces. 

I understand they change, having regard to transportation 
conditions, did not I understand that? 

Yes. 

In the main? 

Yes, that is right. 

Mat is to say, you have a zig-zag line? 

That is right. 

MAJOR LIPSETT: Yould you not haves record, 
Mr. MeGrath, of the amount of refined products that went 
to the $1.02 area as distinet from the rest of the areas 
supplied by Regina” 

From Regina, yes, yes, we would have that. 

Would not that give you the proportion of what had to be 
sold at the cheaper price for that refinery? 


I was just going to cover this line proposition between 
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J. McGrath. Bis 
these refineries, I was saying that is nota permanent 
line. Now, let us assume that the Regina refinery is 
short in capacity and the Calgary Petersen over 
capacity, then the Calgary refinery, we may take a freight 
loss to supply the demand over that line into the Regina 
refinery area, that has been done. Now, there is another 
complication, how will we divide the crude up? 

Q You would not send that product from the Calgary 
into the $1.02 area? 

A No, that is right, but if we had a price for Calgary and 
@ price for Regina we would deal with those two refineries 
andy thers was a‘linée there, say on tae border, “and: ine 
Regina refinery could not take care of it, then the 
Calgary refinery may over ship that line to help out 
Regina. Now, it is a question of how much would you pay 
for the products on the east side of the Tine, on the 
eastern side of that line, or the crude for the products, 
I mean. 
THS CHAIRMAN: Leaving aside, and that 
would arise, of course, and have to he taken into account, 
leaving aside an emergency situation such as that, where 
you under-estimate or over-estimate, are there practical 
€ifficulties of taking the normal Regina zone and the 
normal Calgary zone of refineries and allocating different 
prices, pro-rating, mind you, so far as the distributors 
are concerned, so that they will get an even break? 

A Yes. 

Q Any practical difficulty? 


Dv Y 
MR. FRAWLEY: Producers, you mean? 


Q Producers, I meant, did I say distributors? 
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Yes, that is confining it to the two areas. 

Yes, and recognizing, of course, as one must, the 
difficulties which are of a peculiar character, which 
will arise, as you mention? 


Yes, here is, maybe, the possibility is this, that a man 


can have a refinery just over the border on the Saskatchewam 


line or the Regina side, and he could get erude at the 
Regina price and ship it back into Alberta, into the 
Calgary side. 

"0, but take the two refineries you have, one at Calgary 
and one at Regina? 


Yes. 


Are there any practical difficulties about the suggestioi? 


You mentioned some? 

Yes. 

You mentioned the matter of Provinces, which one oan see? 
Yes. 

But treating them as zones, regardless of these artificial 
lines drawn for Provincial boundaries? 

Yes. 

Leaving them aside and taking your own economic lines as. 
petween your two refineries? 

Yes. 

Are there practical difficulties, over and above the ones 
you mention? 

Well. Mr. Chairman, we are buying crude in the Winter time 
3 b 

for Regina and we would not know where that crude was 
eventually going to; in other words, it might go back 


into the Calgary area, it might cross the line, come back 
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over the Calgary line, into the Calgary area, so you 
would never know what to pay for your crude. If you 
buy crude in the Winter time you would not know what to 
pay’ tor it. 

Q MAJOR LIPSET?: Would you not accumulate 
the same reserve in Calgary? 

A Yes, but I am just talking about cases where you would 
go over that line, you would have the same thing in Calgary. 

Q THE CHAIRMAN: Now, are there any other 
difficulties? 

A No, I cannot think for the moment of any other difficulties, 
Mr. Chairman, there is this about it though, if you are 
not sure where you were going to supply the products, 
then you could not pay for the crude until the products 
were distributed or sold, you would buy crude all Winter 
and you couldn't pay for it until you determined where 
the products were being shipped to. 

Q and. the difficulty, yes, that, of course, is*assecitatved 
with the other? 

A Yes, that is right. 

MAJOR LIPSETT: Of course, you could at 
least pay the minimum? 

- Yes, but there would always be a dispute as balancing 
those off, I do not think it would satisfy anybody. 

Q MR. FRAWIEY: Mr. MeGrath, I can see that 
it is difficult, the way you are explaining it, and the 
difficulty is this, would this be a practical suggestion 
at all, supposing you put a purchasing agent in charge 
of the Regina refinery? 


A Yes. 
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- MoGrath, 


4nd one in Calgary? 

Yes. 

&nd just put the whole responsibility on him to see 

that he got his supplies as and when he wanted them, 

and then have him buy up to $1.15, we will say, for 

the average? 

Yes. 

For the normal Regina territory? 

Yes. 

And Calgary, of course, would bo in the same position? 
Yes. 

Are not the difficulties to somo extent due to the fact 
tLat for good business reasons you centralize it all, 

do you think you could even on paper create a purchasing 
agent or a purchasing department for each refinery? 

As i say, Mr. Frawley, until you know where the products 
are to be shipped or the refined products are to be 
shipped, you cannot settle for your crude; in other words, 
if a concition came up that Regina had to take part or 
some of the Calgary territory as an expedient, then that 
erude should be at the higher price, I do not know----- 
That is quite true, but, as the Chairman said, that 
would be the exception to the rule, would it not? 

Yes. 

But couldn't we start with the rule, there is the normal 
Regina territory for all practical purposes? 

Yes, but these territories do not stand permenently. 

re not necessarily, I quite realize there is always 


this indefinite border and this over-lapbing? 


Yes. 
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J. MeSrath. 


Q 


And these excesses at Calgary and shortages at Regina? 
Yes, that is right, Mr. Frawloy. 

But putting that aside for the moment, which would have 
to be dealt with by way of some sort of adjustment, 

would it not be possible, just regarding the normal 
operation at Regina, because supposing you were just, 
Supposing they were separate, independent companies? 

Les). 

If I understand it, your Regina refinery should be paying 
or could afford to pay on this set-up we have been talking 
about, $1.157 

Or $1.30, depending on the price of crude in Cutbank. 
Yes? 

Yes. 

But if they were, could we imagine them to be separate 
companies and you just simply buy crude for them, I do 
not know whether that helps solve the problem or not, 
you think that if you were operating a refinery alone 

at Regina, Mr. McGrath, just you personally, owning the 
Regina refinery? 

Yes. 

You think that you would only want to pay $1.15 or $1.30 
on those two bases for crude at Regina in competition 
with Cutbank? 

Yes. 


You yourself? 


Well, now, let us follow that, supposing I was a refiner, 
I didn't have a refinery at Calgary,and I wished to ship 
into the Calgary market, what price would I pay for crude? 


and you wished to ship into the Calgary market? 
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A Yes. 
where again you are back to that, but for the moment, 
leaving that aside? 

A miariont., 

We will bring it in again in a few minutes, if you were 
a Regina refiner operating alone, your own refinery in 
Regina, no refinery at Calgary, and assuming for the 
sake of this question $1.00 crude at Cutbank, you should 
pay, you think, $1.15 or $1.16 or something like that? 

A Yes. 

For your crude requirements from Turner Valley, and 
that would shut off Cutbank? 

A Yes. 

Would that, is not, do you see any difficulties about that, 
once we get these refineries put into separate compartments, 
cannot we solve this? 

A How are you going to draw the line, Mr. Frawley; for 
instance, the Imperial has a refinery at Calgary and a 
refinery at Regina; now, supposing another firm hag 
just a refinery at Regina, are you still going to draw 
the same line regardless of the fact that this Regina 
refinery may wish to ship into the Calgary area? 

Q That is the only difficulty at the moment, as the Chairmen 
asked you. 

A It is quite a big problem. 

I know it is not a small matter? 

i and some of the points probably I have not covered, 
which I @id not know of, I am just giving an offhand 
opinion. 


Q THE CHAIRMAN: | If you had ample supplies 
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McGrath. 


for both refineries, the difficulties would not arise, 
would they, Monies on hand, it might be uneconomical 
to have them, but that is the fact, is it not, if each 
refinory had amplo to meet any emeraancy it would 
not arise? 

MR. FRALEY: It is the over-lapping. 

If everything remained constant, you mean? 

Yes, if you, you know pretty well your total markets, 

of course, and I can quite see that there would be some 
over-lapping? 

Yes, there is considerable of that during the harvest 
season. 

Treat is because the storage in one refinery is not ‘ereat 
enough to meet the calls upon it? 

Yeo wututhere is. a soddenideman®? due to the mrvest,, 
they are not able to meet it. 

But if each refinery had sufficient to meet the emergency 
calls, of course,the difficulty could not arise, is that 
not right? 

If everything remained constant, yes, I believe you are 
right, but there is this point here, Supposing there 
was a refinery just in between the border and Regina, 
he would buy, he intends to buy his crude at the Regina 
price and then he would ship back into the Calgary 

area; now, what price would he pay for the crude he 
shipped back into the Oalgary area? 

You say further complications might arise in the event of 
another refinery being set up? 


Tat is right, Sir. 
MR. FRALEY: mr. MeGrath, do you mean this, 
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putting it another way, there is a refinery down in 
Regina who only has onc, we have heard a lot about him? 

A Yes. 

Q [ think he will be up here to say what he has to say, 
Mus fowler, do I take this from’ your evideme, that “ar. 
Fowler, operating alone and not being troubled with over- 
lapping at all, that he should pay $1.15 or $1.16 for 
Turner Valley crude, assuming that we start with $1.00. 
ioyCutpenk, is. that right? 

ae No, if his refinery was located, say between this border 
we are talking about, this dividing line between Regina 
and Calgary, just assuming that he was operating half way 
between Regina and that line and he would serve the 
market by, probably part of the Calgary market, by 
shipping back, I do mt know, or he may be located just 
over the line, just a mile over the other sido of the 
line, and buying his crude at the Regina price and 
shipping back into the Calgary area. 

Q Let me go one step further, he is really in Regina, and 
that is where your refinery is? 

A Yes. 

Let us assume he does not have any more troubles and not 
as many as you have, no over-lapping problem at all, 
you can assume that, that he is alone in Regina? 

A Yes. 

He ig in Regina,and superimposing him on your picture, 
if you see what I mean, then do 1 take it from your 

evidence that, and from all we have had from you in the 
last few days, that Fowler, then Fowler's true economic 


price to keep out Outbank should be OLeLb? 
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A Well, I will tell you, I do not know Mr. Fowler's 
Operations or anything about his business, I am just 
Speaking of the Imperial. 

You would have to know that, do I understand? 

A I think you would have to understand his whole picture 
before you can discuss it. 

-) For the pure question of displacement, just leaving 
everything else, and just thinking of the displacement 
price, if I appreciate yaur evidence, is not that right, 
that he should only be paying $1.15 to displace Cutbank 
at $1.00, Mr. McGrath, perhaps,you do not know anything 
about Mr. Fowler's picture, of course? 

A No. 

But.as a refiner, I would not like to leave what I am 
discussing in too much of a fog, Mr. Fowler would buy 
Cutbank crude presumably if he could get 1%. cheaper 
thon Yurner Valley, Hens a fundamental principle, 2 
sup po se? 


4 T do not kmw. 


© 


You would think so? 
= No, I do not, I cannot assume for Mr. Fowler, because 
I do not know his operations. Tet us deal with Regina, 
if you want to deal with it. 
Q You mean the Imperial Regina? 
ae Yes, let us deal with that. 
No, but I am only trying to clarify, certainly not to 
confuse it more, and it is not much of an assumption, 
is it, to put up the suggestion to you that if Fowler 
could buy at Cutbank cheaper crude that would do the 
game job for him than Turner Valley he would buy Cutbank? 


A Yes, I presume he would. 
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McGrath. 


Yes? 

Yes, I presume he would. 

He is buying, we know, I will put it to Vou, vou dig 
not know anything about his operation, but Mr. Fowler 
tells me, and he says he is buying Turner Valley crude 
at $1.30? 

Yes. 

That is what he is buying at the moment, and assuming 
also that he can go to Montana and buy it for $1.00, 
another assumption, that he can buy it for $1.00, if 

he can buy Cutbank for $1.00 and if he has any operations 
anywhere like yours, should he not be buying Cutbank 
instead of Turner Valley? 

That goes back to the purchase of crude and we were 
discussing the possibilities of having a fixed price 

for each area.. 

tna is true? 

We are talking about Turner Valley crude in all cases. 
Rat is right? 

Yes. 

Yes, but, oh, I see what you mean, but what I am leading 
up to is that Fowler should only be paying $1.15 for 

his Turner Valley crude to make it compete with Cutbank? 
Now, what are we discussing, the price of crude, Mr. 
Frawley,or the possibility of having a separate price 
for these areas’? 

No, that is true, that is risht, that is what the 
Commission asked you to work at? 

That is right. 

The possibility of having separate prices? 


Yes. 
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“Whether it is impracticable, and then we got from that 
by easy stages to the individual refineries, because 
there was some confusion in your set-up because of the 
over-lapping and that is the only reason I took Fowler's 
case, he was there alone serving presumably, well, I 

do not know, but presumably serving roughly the same 
refinery markets in area as your refinery is? 

Yes. 

I presume so? 

Yes. 

Well, if he is doing that, and we eliminate the question 
of any over-lapping and having your exeesg) stocks at 
Calgary reacting as against the shortage of stocks in 
Regina and all that at least, that is all eliminated 

in Fowler's case, and that is the only reason I am 
taking him, I am putting it to you, is it fair to assume 
from your evidence that he should be, unless he has a 
different marketiug operation altogether, that he should 
be paying any more than 1.15 for Turner Valley crude 
because he can lay down Cutbank at $1.15, you see what 

I mean? 

No, I do not get the connection, Mr. Frawley. We are 
talking about territories. If I have not made myself 
clear on that maybe we could discuss it on these maps, 


this over-lapping. 


(Page 8168 follows.) 
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Jemes McGrath. 


THE GHAIRMAN: Are these exhibits? 

A Yes, they were. 
THE CHAIRMAN: Mire Frawley, these maps 
Mr. McGrath is speaking about were exhibits, He had 


better speak of them by the Hxhibit number. 


MR. Fao Ley: You have not got the 
marks? 

A No, I have not got the exhibit numbers. 

os THE CHLIRMAM: Yousareireferring.to 


Exhibit Number..... 


A Pmeeoiy VIbA". Sirs 
is Yes? 
A Let us assume for a moment these are lines, these are 


the divisional lines here. Let us assume that the 
Calgary area is based on 41.52 crude, Regina ,1.15 
and Manitoba area 51.02. Wow, dealing with that 
Regina area which embraces this entire area. The 
Regina refinery would supely this total area with 
products, and the assumption is that they would pay 
for their crude on the basis of supplying part of the 
yleO2 area, and part of the Hite ayae. Now the 
Regina price of crude, all winter they put stock in 
their tanks and therefore they do not know just where 
they are going to ship this stock they have in the 
tanks until the summer time. They won't know, what 
4s the price of this crude until he vorks ana disposes 
of it. Now let us assume they psy 1-15 or 41,08, 
they could not pey for the crude until they know 

how much goes into here and how much into here. That 


4s one angle. Is that clear, Sir’ 


c Mm. COTTLE: In other words, the 
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James MeGreth. 


proportion could not be weighted except historically? 

& Yes, you do not pay them until it has been disposed 
of and then you can pay for the erude. Now let us 
assume this other case, there is a large increase 
in supply at Regina and the Celgery refinery had to 
shiy over into this Regina area. Then the price that 
you pay for crude oil at Calgary may not w& ae cais 
it would have to be an aversge of «1.52 plus what went 
into the 1.15 area. Is that clear, Sir? | 

& THE CHSIRIAN: Yes? 

4 Another point is this, and I am just desling with our 
own picture, but let us assume there is a refinery 


located at any place just over this line here. 


a Mx. NOLAN: swift Current? 
A Just over the Calgary-Kegina line on the #ast side. 
a Mie oR | Leys Yes,cwift Current. 


A That refinery would be entitled to pay the cegina 
price, or the Saskatchewan price for that. Then 
he could ship his products back into this high-priced 
area. That is one thing. You would have to place a 
border if such a thing exists. I do not know whether 
4t would be proper to drew lines based on Imperial 
operations. I think every refinery would have to 
have a say, or every company would have to have their 
say. In other words, our operetions may he a little 
different than another refinery. Maybe we can 
operate a lot cheaper ‘at regina then Mr.Fowler can. 
E do not know what his operations are. I do not 
think you can base it just on this set-up. 

OQ 2. COM ISSION ER LIPSETT: “hatever the cost of 


your operations or the cost of your competitor's 
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James MeGreth. 


operations, Mr. McGrath, the first Question you have 
is to get the cheapest crude at the refinery? 


A thet Us right, Sir. 


&) 


Now if you have to have crude at 41.15 for that 

refinery, does it not equally follow that any other 

refiner in that area would have to have erude at 41.15 

to compete with liontena? 

A Yes. That is right, Sir. But his operating sonditions 
may be entirely different then ours. 

Q Does thet matter in the price of crude whether his 
operations differ or not? Does that make any difference ? 
in buying the cheapest crude? 

L The territory he could supply would depend on his 


operating conditions. 


Q I agree, but he would still buy the cheapest crude, 
wouldn't he? 

ry I presume so, yes. 

G And if it takes 31.15 crude to compete with Montana 


than does it not follow that the independent refiner 
jin Saskatchewan, who has no interest in the develop- 
ment of Turner Valley, would be buying Montena crude, 
on your essumption*’ 

A If he could get crude for »l.00, yes. 


If he could get crude for $1.00? 


£ 


A Yes sir. 
q MP. COTTL:: Phet is on the assumption, 


hte 


of course, your competitor's operations are the same as 


yours? 
A “ell, his territory would depend on his operations. 
Q Apert from his territory, vir. MeGrath, I mean to : say 


his facilities for handling one crude as compared with 


ab end fa'nieq? 
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another? 

A Yes, that is right. Yes, it would depend on his 
operations. 

eS Mase FRAY LIY: This is what I was 
trying to develop with you a few moments ago. I 
cannot understand vhy lir.Fowler then - accepting the 
condition or qualification Mr. Cottle just put to 
you - I do not know why he would be buying Turner 
Valley crude at ,1.30 if he sould get Cutbank crude 
laid down at ,1-15, @ssuming, of course, it will do 
@ cOmparable job in his refinery? 

A As I say, Mr.Frawley, I do not know anything about lhir. 
Fowler's operations. I do not know whether it is a 


skimming plant or a cracking plant or what it is. 


A Up to now we are told he only has a skimming plant? 
A res’ 
C hese things you say count. They count. They enter 


into the situation, whether it is a skimming plant or 
a eracking plant, and how big a market he has and all 
that? 

A Yes, all these things enter into it. 

‘ Sven accepting that,there is an awful lot of difference 
between 1.15 crude and .1.60 crude, 15 cents? 

A Aren't you getting those things mixed there: I filed 
two ste tements, one based on ,1.00 and one based on 
Ml.do. oe? Tiled two statements before with this 


Commissione ~e do not know whether we can buy crude 


at 21.00. 
Now, following up Mr. Commissioner Lipsett's question, 
assuming all the time that he could buy crude for ,1.00. 


it does seem to me, unless there is something I am 
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James McGrath. 


overlooking, it would seem to me thst he should be 
buying Cutbank crude which he could put inet aie ay 
on these assumptions of course? 

A Yes. 

@ kather than paying ,1.30 for Turnsr Valley. It seems 
to be arithm:ticel to mex 


A Has he a cracking plant? 


SSB) 


You say "Tell ime if hc has a cracking plant"before you 


@answer my question? 


A Yes. I do not know his operetions, Mr.Fravwley. 
C Assume that is just so? 

A Yas. 

q Does th=t make a difference? 


A I do not know his operations, ir.Frewley, and I would 
like to answer that truthfully, but I do not. know. 

(. Let us assume he has not. He has no cracking plant. 
I think he is only putting it in this summer. Presuming 
he has not one in. I presume he is operating now 
and tomorrow and will be next week, @ skimming plant? 


4 Yes. 


Can you answer the question now’ Should he be buying 


om) 


crude in Turner Valley at 1.50? 
A "%@11 I cannot answer for ir.Fovler. You cannot expect 


me to do that. 


I am not making myself cleer. I am Simply putting it 


£> 


to you purely supposititiously, if he could buy Montena 
at »1e00 - and we do not know whether he could or not, 
I am accepting all that - but if he could buy Montana 
for $1.00 then on your operetions certainly, it is 
51.15 is the 2egina price is it not? 


4 if crude could be bought at ,1.00 yes, that is right. 
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dames MeGrath. 


q ft am leaving the Imperial and L am going to Fowler, 
and 1 am only teking him beeeuse he is a separete 
operation? 

A Yes. 

I am wondering, and perhaps I wilt have to eoutinue to 

wonder, but I am wondering why he would be paying $1.30 

for Turner Valley under those circuastances? 

A 4s I say maybe Turner Valley suits his particular type 
Of JoOperation. — Tdo not know. 

c. Phat may be completely the answer, end even take up 
the slack of 15 cents? 

A I do not know whsther he has got a cracking plant or 


anything end I cannot answer that. 


eC axecept for these things it does not seem to piece together? 
A I do not understand his operations, ir.Frawley. 
C nary Ohne M Ih Lr. MeGrath, is not the 
value of crude to Fowler in Kegina dependent upon what 
we call his product distribution’ 
A I do not understand. 
Ss hiv. Fowler may have a large market for fuel oil% 


A Thet is right. 

- Then docs it not depend upon vhat his distribution of 
those products is? 

A As I say it depends on his operations, that is his entire 
operation. IT do not know whet it is. His entire 
operation. 

e One kind of crude - for erample does Montane produce 
more fuel oil than Turner Valley? 


A Yes. rt. does. 


Q If Mr. Fowler was selling more fuel oil than anything 
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dames MeGrath. 


else would he not be happier, more content with 


A “ell I cannot answer that. We can assume that, yes. 
G Assume that Fowler sells mostly fuel oil? 

A Yes. 

(S Does he not want a erude that will produce a large 


quantity of fuel oil? 


A He would certainly want erude that would balanee his 
market. 
soes not that change the value of crude from Montans 


to Fowler because he gets more out of it that he can 


sell? 
4 ~£ do not know, Wr Nolan. 
G I may not be putting it very well, but as I understand 


it, it is this, you ean get out of a barrel of io71L 
so much fuel oil. You get more out of Montana than 


you do out of Turner Velley: 


A Yes. 

- If you are selling more fuel oil as a refinery than 
any other product, don't you get more for your money 
out of Montana crude than you do out of Turner Valley 
cru de? 

A I do not know that. I do not know Mr. Fowler's 
operations, and I cannot answer these things. 

- The other side of the picture is that fuel oil is 
less valuable than gasoline? 

A yes, that is a fact. 

iQ So that if you get more fuel oil you are not getting 


as much back in money for the sale of the fuel oil 


as you would be if you were selling gasoline. That 


is right too? 
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James MeGrath. 


4 That is rightk yes. 


Let me put this to you. “e have been talking about 


oy 


the refiner. ‘ht about the producer? How would you 
pro-rate him over these different priced territories. 
I am a producer, Mr.McGre th, and I have oil for sale. 

A Me producer could not be paid until ell the buSinese 
is wound up for the year and every gellon accounted 
for. 

im Bnd how would you as a refiner at Regina account to me 
foo ay Darrel of crude o1l7 

A ~@ll I would heve to know where every gallon was shipped 
From tao rberrel) or crude Olly 

Q Well a that practical? 

A Ho, it its not. It would involve a tremendous amount of 
expense to keep track of, and there would alweys be a 
dispute of vhat went into Manitobe and what went into 
saskatchewan. 


Thaw ts crog the point of view Or the mroduce 


x 


A YeSe 


Nov: what about the consumer? ‘ould he be paying a 


i) 
rang 


higher price nearer the oil fielas than he would be 
some distence from it. The consumer of gasoline‘ 
TH2 CHE ITAMAN: Before you pass to that, 
would you mind pursuing the other a bit further? 
‘hat woulé be the difficulty about pro-rating just as 
the Conservation Board does now in connection with 
the right to lift the oil from the earth. 
C SS sans “het the Chairzan is 
suggesting to you, Mir. BeGrath, is this, so many 
barrels of oil are produced in a year from Turner Valley. 


fach well is allowed a certain number’ 
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b Yes. 

At the end of the year if you like we know that so 


many barrels of Turner Valley erude were sold? 


ys) Ves), 


B es 


“@ Know how many were sold in the one priced area 

and we know how many..... 

b That is barrels of crude? 

a Yes, barrels of crude, and how many were sold in the 
other priced area? 

A Yes. 

@ Now supposing it we a relationship of 75% to 25%. 

Supposing 75% more is sold in the Calgery gone? 


A Yes. 


Bd 


And 25% in the Regina zone? 

4 Yes. 

C Then could not the producers, the Chairman asked,be 

paid for the oil thst they were allowed to produce on 
that basis? In other words, 75% at the Calgsry price 


and 25% at the Regina price? 


4 well, everything being constant. 

& iverything has happened by this tine. .e have come to 
the end of our year, as I understand it. The yesr's 
work is done? 

A Yes. 

G Turner Valley produced so much? 

A Yes. 

Q "5% of it we sold in the Calgary area at a price? 

4 Yes. 


And 25% in the Regina area at a price: 


°) 


A Yes. 
qi Then the Chairman says simply this, why not pay the 
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Jamcs MeGrath. 
producers of that crude on the basis upon which the 
erude from the whole Valley was sold, pro-rata? I 
Mean there may be difficulties about that: 

4 I have mentioned the difficulties. For instanee, let 
us assume fuel oil. 

Zs THE CHAIRMAN: Of course the matter of 
gravity would also have to be teken into ascount, but 
a@ record of that is kept anyhow? 

A Yes. 

Q Ne ECLAN: One of the difficulties 
may be in the yields. As I understand it a barrel of 
oil, crude oil, is manufactured to meet your particular 
market requirements? 


A Pieweas Fight, sir. 


Then how would you allocate to these different refineries? 
A It would be absolutely hypothetical. 

@ “hy? Follow along that line‘ 

A Within, if you divide up the territory. 

a we have two territories? 

A Let us assume one gallon of gasoline from kegina goes 


over into the Calgary area and the gellon of fuel oil 
remains on the other side of the line. ‘shat price 
do you pay for those products? 

A I see that. "ould not that mske a difference in the 
number of barrels to be allocated to each of those 
areas? kegard must be paid to what we are selling in 


those areas, whether it is fuel oil or gasoline? 


) And in what proportion’ 
A YeSe 
Q Is that a difficulty‘ 
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James McGrath. -8178- 
A Let us take that point there I just mentioned. Let us 


assume we have two barrels of crude, ahd the result is 
one berrel of gasoline and one barrel of fuel oil. 

5 Yos,* 505507 

a3) Yes, 50-50. The gasoline goes over into the Calgary 
area from Regina, and the barrel of fuel oil remains 
in the Regina ares. “hat are ve going to pay for 
those two barrels of crude, what price, the Regina 


price or the Calgary price. 


q I think I see that. Wow would not these lines, these 
inter-ares lines have to be common to all refineries, 
wouldn't they? 

4 Thetis right, sir. 

q Is that practical? 

4 I do not know the operstions of the other refineries. 
I think the other refineries would have to go into 
that matter very carefully. In other words, their 
lines might not be exactly the same as ours. I do 
not know whether they are or not. 

gj You mean it might be greater’? 

A Grester or lesser, yes. 

¢; You could not have one inter-area boundary for the 
Imperisi operations and another for Mr. Fowler's? 

A I do not think so. No, I do not think that would he 
practical. 

Gq Because the price would nave to be the same to every- 

body within given zones* 

4 Pet is right,’ sit. 

Q MR. COMMISSICN SR LIPSETT: I suppose wir. Fowler's 


would always be the lower price would ité 


4 T° do not know, sir, IT cannot tell you, sir. 
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James McGrath. 


2 WR.NoLaN: If Mr. Fowler were in 
the Regina area his price would be lower, is that what 
you mean, sir? 

Mi. COMMI.SIUN:R LIPSSTT: I suppose that would be 
the Regina price? 

A If everything was in the Regina area. 

Mink. NOLAN: Mr. Fowler might, as the 
witness points out, be doing business outside of the 
Imperial-Regina area, ina Regina area of his own 
which extended beyond these boundaries? 


A Yes. 


my 


“hat about the consumer? “here does he come into this 
picture? If you have two prices, one in the Calgary 
zone and one in the Regina zone. He is paying e 
higher price in the Calgary zone? 

A If the freight to Ragina was the difference between 
the two prices of erude, the Regina price and the 
Calgary price, then the consumer would presumably be 
on the same basis of price. In other words, if the 
Calgary refiner paid $1.52 for his crude and the Regina 
refiner paid $1.15, and the freight brought it up to 
61.52, then they would both be on a comparable basis. 
of cruds, because presumably the cost structure would 
be on the same basis. 


Is that what happens now® 


EE. 


A No. The cost of crude is cheaper for the Calgary 
refinery than it is for the Kegina refinery. In 
other words, although we are talking about parts of 
this average price, let us take 41.52. To lay it down 
at Calgary is lays down at 91.67 at the Calgury. 


refinery. Now let us take ,l.1l5 and lay it down at 
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James McGrath. -8180~ 
Regina. That lays down at yle88. So the Regina 
refiner is paying more for his crude. 

q Yes, I think I know what you mean? 

yi From the well prices that we have mentioned, these 
three average well prices, it looks as though the 
Calgary refiner is paying more for his crude. That 
is not a fact when you add the transportation charges 
to it. The Regina refiner is pesying sore for his 
crude than Calgery. 

5 Because you ses if you talk ahout 1.52 price for 
Calgary, and »1.15 for Regina? 

4 Yes. 

G It looks to me at first blush as if the.local man 


nearest the field was paying most for the crude, 
does it not’? 


4 Yes, that is right, it looks like itijat Linst 2lance. 


rie) 


But that is not right: 
b No, it is not right. You have to add the transportation 


charges to Calgery afid to Regina. 


And when you have addea them you finda the refiner at 
Regina is paying more for Turner Valley crude than 
the Calgery refiner? 

A Yes, that is laid down at his refinery, 


And the same is true of the Manitoba refiner? 


eS 
e . 


A Yes, thet is trues 


A Although his starting price, his share of the average 
price is lower and less? 


4 Yes. 
bee ERS. LEY: Plus the fact the Calgary 


£D 


consumer has been given 4 reduction, an advantage. The 


Calgery tank waggon is based on ,1-50 and not »1.527 
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James licGrath. 


Sb Yes. 
That remark is pertinent in this discussion? 


A Yes. 


go) 


in eNOLANS What is the tank weggon 

at Regina based on? 

A Presumably (1.3(, plus the transportation of the crude, 
VomCemts, 36.00% 

C All tank waggon prices sre on this 41.30 price? 

4 YeasSe 

Q They are based on thet? 

A Yes. They are related to that. Mr. Halverson will have 
to explain the basis of that. But they are related to 
that. 1 would say, yes. 

q we my @riend says, for the purpose Of giagvity,) UD ie 
inter-related to a price of ,1.30 a barrel and not 
paar, 

A ¥es, I would say that, yes. 

G Veenoo Gooler un DiPos tt: I would like if you 
would give us more of your views and your information 
as to - in the light first of ell of syour People 
putting in crude into Regina at 41.307 

A Yes sir. 

f. And in the light of Mr.Frawley's assumption that Mir. 
Fovler has been always buying Turner Valley erude on 
the same basis of 41.30. ‘‘hat weight or seriousness 
or reality do you feel then should be given to this 
So-called threat from Montana crude, in reference to 
Regina? 

fs “fell you are speaking about segina proper’ 


I am talking ebout caska téhenan. 


2 


4 Saskatchewan and the Southern part of Alberta is where 
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James MeGrath. -8182- 
the threat comes in, and the Southern part of 
Saskatchewan. 

Q Have you any specific ease? 

y.) No, I have not. 

G “here the threat is‘ 

4 No, I have not. 

q Althcugh I gather so far as threat or competition in 
Alberta is concerned it is not from any company that 
has a refinery in Alberta‘ 

4 Pao not Know, Sis. 

q Is there any Monténa crude refined now in Alberta 
that you know of? 

r) I do not knov, sir. But there are products being 
Shipped over the border. 

C You do not know whether thet is something rather 
exceptional by reason of this Texas Company not having 
any refinery in this Province? 

A No, iodo not know, Sir. -Aithough 2 canisay this 
think products always came over here to some z2xtent. 
I do not know whether they are on the increase. 

C Ny corea ails wean ili di ' Products coming over 
from Montana‘ 

& Yes. 

o I think the Texas Company is on the increase? 

& Lope COMI BLO Air ost Did it come in from 
the Coutts refinery when they were open’ 

4 Y6es. 

‘al But they hve been closed nov and these refinings 


are now being done in Calgary’ 


A That is right. 


Do you think the Texaco products coming in are beceuse 


i) 


AY locas Tha | 
fa St OOS eee. 
' iy aN Here j F ati) ae 
Shae Ks wa “2 
Py 
4 . 4 W . t i Ta a 
+N Lees" i, fs a a Te9 Mi ah e: # ict 
PV Vg eves Te Phe NS.) Waa ea SM ni “rt SR 
: his ath ’ i i 
u : ent 
i { * 
: 
: ; F i Wy 
i ANP ee eae i 
P hs : my 
a 
8 } 
, 
» “ ! & vie 
SM ite lise es Rs bap et HB te ae Sm ee te 
ule a PiteN ve Mt ide OO) wb j : OR ouee. Fay Ne We vf 
ood ON Be ~~ 
t Te GG 8 4 
; ae 
‘ 
é i 
gern ree ; jun aa ‘ + 1 We 
a eiead ae wars Lan ak 30 aay UIT ae . 
oa f F 5 \ 2m Ran 4 < id 2 as 
ee, feo 
: “ Fi one z 
: isi tee, Saeseude Aes epee ie Ts Ce tae x ] 
ec eat btn ul he ice ‘pees a ht tp ae; iy ; adh CMR 5 - & 
Z sist Se ak te ~ 
» t re iy iy 
- . a | “ 
Df ; Aes : 
hits Aas pia a 2 
es i Fatt 


vast ope eye. | 34 a 
‘i ata? See sax “ay Hi 


YA 4 
, ¥ ee 7 
q j 4g eS th 


+ ” ‘eget 1 
ae dee ele ASaawiie pat : f 7 7% ae om 
abla) Pp, NUMER ae. Seeanee Cate ao). Sey LILY Beara fi 
s ‘ ‘ ‘ abi f ‘ ; 
j ‘ ( bit : i is ee Feit ar ee eee ie = 
} ¥ hei eee. PORE! oR 
; } 
oe ee 
fy FORE Woe See \ et : 
re : » x thea 
Fl mi) i 
eee An 


Ay yy «| 


P-2 


16 

James McGrath. -8183- 
they haven't any refinery here and must refine 
Montana erude? That mey be only a temporary thing. 

4 I cannot answer that. I do not know the Texas 
Situation. 

C So far as your actual information goes, Mr. MeGrath, 
the real competition that you refer to is this | 
Illincis field, coming from the fast? 

4 That is the gastern competition,yes sir. 

Q You heve not yourself eny knowledge of any serious 
effect of the Montena field as far as refining 
in this Province or Saskatchewen is conéerned’ 

4 No. The Government report shows there is a consid- 
6reble quantity cf products coming over the border. 

C - Phose are refined productst 


4 Yes sir. 

o But so far as any refining that you know of in either 
Saskatchewan or Alberta is concerned, you do not know 
of any Montena erude now coming in to be refined in 
either Province? 

A No, all I knov is our own operations. .e do bring 
some Montana crude into Calgary to make asphalt, about 
150 barrels a day. 

G But that is a speciel thing? 

4 Yes, that is right. 

¢ That is really something thet is essential in the oil? 

4 Yes, that is right. 


It is not a question of competition’ 


Q 
A No. 
Q It is simply a question of getting your supply? 


a Yes. To get to the bottom of this Mont-na competition 
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James MoGra th. 
I think you would have to know the opera ting 
conditions in Montana, and what the crude costs and 
all that sort of thing. ft is true that I under- 
stand there is a well price of 51.10 per barrel for 
Cuthank crude, and these refiners ship products on 


the basis of ¢1.-10. But I dn not kno. these things. 


2d 


I suppose it would be a pretty useful answer, the fact 
you are now using Turner Valley crude exclusively, 
except for the fuel oil, and British American have 
closed down at Coutts? 


y) Theat is right. 


3) 


And are refining at Calgary: 


4 Yes, that is right. 


i) 


If there was some serious thrsat from the Montana 

Situation either of those two companies concerneéd, 

I suppose, they would not have closed their refineries 

and concentrsted exclusively on Calgary and Turner 

Va lley* 

4 ‘ell we might have been patriotic in deciding that. 
Probably we should have continued to operate at 
Coutts, I do not know. 

a But you did, in faet, close down there on the basis 

of Turner Valley costing 41.30 as ageinst 9a cents 


that you should...-.- 


A Yes, we took the 92 cents and the ,lelo and the yl.5e 


and we got an average and we based our figures on 
that, andwe supplied those aregs on that. 


THY CHAIRMAN: Anything more, 


gentlemen’? 
r WR. FROULEY: Is. it pertinent to ask 


you when we are discussing this possibility of paying 


igs 
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Jemes McGrath. 


#) 


several prices we need not talk exclusively 

about Regina at 41-15. You also would have to, or 
Should be paying 92 cents for what gets into the 
Coutts area? 

If we were operating Coutts, yes. 

No, not if you were operating Coutts. 92 cents for 
Turner Valley for such portion of Turner Valley as 
werves whst is called the Coutts area? 

That) isoriont:. 

And that is even closer to home. That affords no more 
difficulty. It could be done with respect to Regina 
and it could be done with respect to Coutts? 

Yes, I think you would have the same difficulties there, 
no matter which refinery you have you would have the 
same difficulties with these overlappings. 

Perhaps we have covered this before, Mr. hecrath,, but 
the fact that you are nonetheless serving Coutts, 
although this crude is only worth to you 94 cents 

for what goes in there, you are serving Goutts 

and you are peying »l-d0*% 

Phat is right. 

It does not piece together to me. I think you told us 
the other day that became a marketing problem as to why 
you thought it wise to go down and serve the Coutts 
area, right down to the Montana line? 

Yes. 

Te can develop that with Mr. Helverson? 

Yes. 

PoP CONE GT STC on LIP ars Iwas just going to put 
that to you, perhaps in another wey. How could you 


possibly compete down there against the Texas Company 


P2 
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James McGrath. -8186- 
if it would take 9¢ sents and you were paying ,1.W7 

A Maybe we have lost our business down there, I do not 
knoOWe 
Mite Wn. Lisy $ Lt is very pertinent 
and I think ve v41ll have to develop that more with 
Mr. Halverson. 

A Yes. 

C You were going to work out some calculations for Mr. 
Cottle showing where these economic lines were’ 

A Yes. 


(Go to Page 8187). 
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All right, Mr. iieGrath? 

it 18 just a piece of paper I have, I cannot hand it in 
as an kxhibit, I will just have to read it. | 

That is fine? 

Mir. Cottle asked me to determine the quantity of orude 
involved, starting with the present price, the present 
line between Kegine and Sarnia and advancing beyond that 
5 cents per barrel and tell him how many barrels were in- 
volved. Now this year we expect to run approximately 5,000 
barrels of crude at Kegina per day, based on the line be= 
tween Regina and Sarnia on Illinois crude and the present 
po sted Rishi rtine of Turner Valley crude laid down at 
Khegina; now dropping that 5 cents a barrel, dropping the 
price 5 cents per barrel is 5,065 barrels. 

Just for easy notes, &1-é0 crude means 5,000 barrels? 
That is right. 

Thet.is<--- 

That extends the Kegina refining territory into the ll- 
linois area. 

Mk. COTTLE: Well what is your estimate 
for Calgary, Mr. hicGrath*? 

I have not got that. 


These changing prices would not affe t the volume at 


Calgary I presume? 
No, this is the outer limit.You asked me for the line be- 


tween Regina and Sarnia. 


Yes? 

Now if the price were dropped to »1l.c0 per barrel, that is 
another 5 cents, the quantity would be 5,119 barrels per 
day; if the price dropped to ygl.15 it would be 5,270 bar-~ 


rels per day- 
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like FRAWLEY: That is descending, now 

did you go up to $1.35? 

Yes, to 41.55 it would reduce the quantity from 5,000 
barrels to 4,917; to $1.40 it would be 4,827. Now I 

might point out here, iir. Frawley, that maybe on the in- 
cline, on the incline from ¢1.30 up to «1.40, the whole 
thing might be wiped out if Montana crude came into the 
picture. You see what I mean, the line is drawn on rl yon 8 
and Turner Valley crude is supplying that area. Now if 
Montana crude came in much cheaper than $1.30 the entire 
barrelage may be lost to Turner Valley, so, yes, loat to 
Turner Valley. 

THL CHAIRUAN: If there was another drop in 
Illinois over and above what it is tcday, you are contem- 
plating that in your last answer? 

No sir, at the present time, basing the present price of 
Turner Valley, Kkegina is running 5,009 barrels per day crude. 
es? 

Now ir. Gottle asked me if that price was increased what 
effect it would have on the barrelage and I Say against Il1- 
linois erude it would drop for, a change from {1.30 to 
(1.40 per barrel in the field here, it would change the 
barrels from 5,000 barrels a day to 4,800 barrels a day, 
4,827 barrels a day, that is in competition with Illinois 
ana then I pointed out to ir. Frawley maybe if you raised 
the price to 41.40, maybe your market is lost to i.ontana. 
Mie NOLAN: That is assuming that Illinois 
did not do anything itself? 

Yes, that is assuming that Illinois stands still. 

But if anything happened to Illinois the Chairman says that 


change is posted and would change these figures? 
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3 
And he said if the Illinsis reduced its price? 

Yes, reduce the posted price, that would offset this. 

Q luke FRAVLEY: Can you help us by refer- 
ring to any of these maps at all as to where that $1.20 
line now is? 

A No, it is somewhere in here, ir. #trawley, I do not know. 

Q, None of these maps were prepared te show that? 


A No, this is based on 61.00 at Regina, §:1.00 Cutbank and 
you see the line is drawn between (1.30 for Turner Valley 
and yielS for Illinois, it is somewhere in that area, I 
do not know just where it would be, you asked me to pre- 
pare maps but I am sorry, I didn't have any maps. 

Q MAJOn LIPSLITT: Are those the corresponding 
figures as between Turner Valley and Illinois or Turner 
Valley and wontana? 

A That is Turner Valley and Illinois, sir. 

Q MR. NOLAN: What is the number of bar- 
rels at ¢1.25? 

A 5,063. 

Q Seo, 0, 0007 


A glso0 . vo, 000: 5 wl.25, 5,063. 
THE CHALTRIA N: HO oO 54 Bs 
MR. FRAWLEY: That is at $1.20, you didn't 


give us $1.25. 


A 61.30 is 5,000 barrels; $1.25 is 5,063, if I missed that I 
am sorry; $¢1-20 is 6,119 and GLH LS oe 1 Os 

Q These 5,000 barrels are serving the normal Regine territory? 

A That is right, sir. 

Q Not going into where we served last year? 

a Oh no. 


And that is your starting point? 


& 
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A That is right. 


G what we are now serving is the nornal Kegina territory? 
4 That is right, ur. vrawley. 
Q I think if you havenot got a hap=--- 
Q THe CHalkKuall; As of today? 
j That is right, sir. 
MRe PRS WLGYg¢ Yes, as of today? 


4 That is right. 

Q@ . #8 of today, that is what you are serving? 

A No, you couldn't compare it with the last year because the 
Illinois came into the picture and things have changed but 
that is as of today. 


a As long as the price is ,1.30? 


A Yes. 
Q And with theze being no further movement in the field price 


of Illinois, that line is going to remain fairly steady, 
is it not? 

a That is right. 

G It would help I think a great deal if we could refer 
quickly to a map to see where that line is at all times? 

Q THE CHATRwAN: Assuming that, the evidence 
lattterly has been that the Illinois situation is in the 
opinion of the producers et least not a serious one, it is 
flush production and it is now supposed to be state con- 
trolled. 
ie NOLAN: Well, wire Chairman, there is 

some Goubt about that. 

THs CHAIRMAN: I know, but I am just suggest- 

ing that, that is what the producers have been telling us 

in the last few days. 

MR. NOLAN: You may put this in if you 


like, Mr. Frawley. 
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MAJOR LEPSETT: Mr. tueGrath, may I interrupt 
you for a minute, you have given a figure for last year, 
could you give it again, so that we might have it in these 
notes, of the output of the use of crude by the Regina 
refinery, the corresponding figure to tm 5,000 barrels a 
day, what the actual figure was? 

i can get for you the actual figure used at Regina for the 
last year but whether it was exactly on this sane territory 
or not I do not know. 

No, but just used in that refinery? 

Yes, I can get that for you. 

<L thought you might have it? 

I will get that for youe Will you make a note of that, 
John, please. 

MR. FRAWLEY: I think we should deal with 
this and we have been putting in evidence, we have had no 
Oil Weeklies but we have had some of all of these others, 
and we may as well have an Oil Weekly, particularly when 
it is published in Houston, Texas. This is an article in 
the last number I think, the 22nd of May, 1939, and the 


periodical is "The Oil Weekly". 


(COPY OF THE OIL WEEKLY IS+ 
SUED UNDER DAT OF MAY 22nd, 
1939, HERE FILED AS EXHIBIT 
wo7gQ9N) e 


Mr. FRAWLEY: This is an article under the 
general heading or caption of "Proration picture" and the 


first sub-title is "Illinois Investigators see no need for 


proration". 
TH CHAIRMAN: dhat page? 
MR. FRAWLEY: It is at page 62, sir, and 


the article is: 
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"The Illinois legislature was told there is no 


"necessity of enacting oil proration legisla tion 
“during the current session, in a report filed by 

"its special oil industry investigating committee 
"last week. The committee did, however, make six 
"recommendations for legislation on production, 
"transportation and distributing question3 which 

"were described as receiving little or no dissent 
"during hearings conducted by the investigating 

"body, and added that local taxing authorities should 
"assess only on productive acreage. No recomnenda- 
"tion for State taxation was made. 

un There is no necessity at this time of enacting 
"Laws regula ting proration, economic conservation 

“and ratable taking, the committee said. It is the 
“belief of this committee that such laws would be 
Hmore harmful than beneficial. lIstablishment of re- 
'epneries in the State would be deterred by such leg- 
"“iglation, it was said, as they would not have reason~ 
“eble assurance that they could purchase sufficient 
"grude to operate at full capacity. 

" Until such time as the need of State regulation is 
iene evident, it is within the power of producers cna 
"nipeline companies to impose proration by voluntary 
"agreement, the committee said, pointing out that some 
"nipeline companies were already prorating wells pro- 
"ducing more than 20 and 50 barrels a day. 

" The six recommendations for legislation, bills on 
'o11 which had previously been introduced in the leg- 
"Niglature, are: 

"1, A law requiring oil produeers and operators to make 


"and Pile reports with the geological survey division 
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"and the mines and minerals department showing a 
"character and depth of formations penetrated in 
"the drilling of oil wells. 
"2. An amendment to the present law relating to 
"the plugging of dry or abandoned wells, replacing 
"present regulations set up before the advent of 
"modern drilling practices. 
"3. A law requiring the drilling of offset wells 
"for the purpose of preventing inequitable conditions 
"among adjoining leaseholds and royalty owners. 
"4. Amendment of the mechanics lien law to provide 
"liens for work performed and materials furnished in 
"the drilling, production and shooting of oil wells. 
" 5. A law providing that meters be placed upon pipe- 
“lines to register the amount of oil taken from a well, 
“with reports to be filed with the royalty owners of 
"the amount of oil produced and taken by pipeline con- 
"panies. 
" 6. A law requiring garages, filling stations and other 
"retail outlets of oil and gas to display prominently 
"a placard stating that it sells, or does not sell, 
"Tllinois petroleum and by~products of Illinois crude 
Toil and stating the percentage of Illinois crude oil, 
"if any, included in the commodity. 
v The report was characterized by Clarence T. Smith, 
"Plora, officer of the Petroleum Association of Illinois, 
"ag presenting definite encouragement to independent op- 
Nerators, refiners and crude oil purchasers to extend 
"ond enlarge their operations, and is an open invitation 
Tro outside independent operators, refiners and pur- 
"chasers to enter the Illinois fields, thereby assuring 


"further exploration and development of known fields and 
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"also many new ar 
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TH2 CHATHiA I: It seems to contemplate 
proration but not by legislative enactment. 

Minne FRAWLEY: Les, Chey think thatthe 
pipeline companies and the producers themselves grto 
impose proration by yoLuntary agreement. 

THE CHAIRMAN: It also seems to conten- 
plate the erection of further refineries there. 

MR. FRAWLEY: Yes; in the field. 

THU CHA IRAN; Both of these producers, 
they said that it has had a negligibie effect on the 
field as competition. 

MRe FRAWL|AY: Yes, so that is the state 
Saretseirs 1h Tei noes 

THE CHATRHMAN: that is the last nagazine, 
I suppose? 

WR. FRAWLEY : Yes 

THE CHAIRMAN: Nobody knows what the leg 


islature did do. whether it adopted the report of this 


committes or nov; 
MK. FRAWLEY: No. 
THE CHAIRMAN: All vight. 


ihe FRAWLEY: Dr. Fry addressed that com- 


mittee by the way ani probably can tell us a lot about it. 


MR. FRAWLEY: Well, Mr. lieGrath, I was 


suggesting to you that we should have a map showing the 


line but can we take i+ that it is really the town of 


134 i Ry 1] 1 whic i ae i i j j 
Portage la Prairie in sianitoba which 1s the dividing line 


o> af Yi A Ms Bats Mt 2 ne 1 3 78 Te iia eo erude ri ht now? 
between Illinois crude arc. Turner \ ey & 


Somewhere there, West. 
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Somewhere close to Portage la Prairie? 

Yes. 

what you mean is serving Jestern Canada as far as Portage 
la Prairie roughly you take 0,000 barrels for the Negina 
refinery per day? 

Yes, that is right. 

At the present price of £1.40? 

that is right. 

find the more barrels of crude you take, naturally you take 
them because you sell them in a wider area? 

Within that, at the same price, Mir. Frawley, tho more bar- 
rels you take at the same price. 

No, but the more barrels that you take at any price, as 
the price comes down, you take a few barrels more per day? 
That is right. 

And that means you go a few more miles Hast of Portage la 
Prairie’? 

Yes, E do not know if it is Hast of Portage la Prairie but 
somewhere in that neighbourhood. 

Ané then when you come down to ¢1.15 you take 5,270 barrels 
end that means an extra 270 barrels to penetrate the 
present Illinois preserve? 


That is right. 

TH ULAlIG.AN:; Ano I suppose it follows, I want to see 
if I do follow this accurately, iire Yrawley, it follows 
tiet from the producers' standpoint it waula be a 
question as to whether or not, to get 270 nore barrels 


per day, he should be Willing to take a price of 
&1.15 as opposed to ¢1.c0? 


That is right. 
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Q MR. PRAYELEY: That is precisely so? 


A Yes, 
@ Insofar as the Imperial 911 is concerned? 
A That is right, well now, of course, you have to take 


into account the Montana end, you see it is general there. 
this is just dealing with Illinois. Maybe the Montana 
may force that down to 1.15, I do not know, but this is, 
this line is drawn between Regina, or between Illinois 
and Turner Valley, leaving Montana out of it altogether. 

ay Be OUHATRMAN:, Quite so. 

A os 

2) Gonsidering only the Illinois importation of o11 from 
PEI noOL Ss? 


A Phaco 1S.ri ent... 


re) 


The producer who.is considering that line? 


A Peo uss rient, sir. 


WVould sit down and say “Is it worth it to me in order to 


eo 


set 270.darrels per day out of This whole fisia, te erop 
moor cexto . 1. S0utoy oles 


A Poet 1S rent sii 


2 Por ali my products? 
A Mee. eet 4 eT 
2 MAJOR LIPSEFT: Following out what the Chairman was putting 


to you, Mr. McGrath, would it be wise for him to give up 
on the other hand 183 barrels per day in order to get 10¢ 
more * 
A Yes. because the whole market may be lost to Montana, 
Py ~ AL 


the whole volume. 


Yall, subject to competition from Montana, by giving up 


es 


183 barrels a day he can get 10¢ a barrel more? 
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Disregarding Montana, that is right. 
Me, TRANLEY: . Now May win os ox. 
MAJON LIPSSTt: So far as Illinois is 
concerned? 

Just a moment, now, the moment you raise your price, the 
Solling price has to go up. too. 

I am assuming that? 

Yes. 

The same as it goes down in the other? 

That is right. 

MR. FRAYLEY: Let us stick to the reduction from 41.30 

to 51.15, to gst 270 barrels more from your company? 

Yes, 

Of course, he would ssll some more to the B. A. for its 
Moose Jaw plant? 

i imagine so. 

But sticking to your comrany, after he solvss that problem 
which I do not think would take him more than 4 or 3 days 
to decide, then what has he to do, 30 far as Montana is 
goncerned, has hs, Stil) £0v oto ws 

That is going down. 

I am going down now from $1.30 to $1.15, his problem is 
that he can get 270 more barrels per day sold to your 
company if he takes 15¢ less p2r barrel for all of his oil? 


Yes. 


Nhat further problem has he then, has he to worry about 


Montana? 


If Montana goes away down to 75g then he is still up 


against it. 
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Q You mean this is based upon the dollar at Montana? 
A No, this is Illinois versus Turner Valley. 
Q Nith Cutbank doing what? 


MR. NOLAN: | Nothing. 
A Nothing. 


MR. NOLAN; | ; Nothing. 
A Cutbank is out of it altogether. 
TH CHAIRMAN ; Well, 28. Cutbank veut 


of it altogether, don't you start off with Cutbank, 

you get your competitive price at your nearest point 
anc then you say, adopting that price as against 
Pinos crude, we can only, colso Tene sane tao > 
Tour true. position, 1S that mot 2ienc ro Nolan? 

WR. NOLAN: AS) TD understand 207. Si. 


this price of *1.30 keeps ut the Montana crude. 


TH? CHAIRMAN: Yes. 
Mit I LAN: AS crude. 
MR, PRAYLEY: At £1.00, Keeps out 4066 


Montana crude at 1.00. 

Mo. NOLAN: | ‘Tell, it keeps out Montana 
crude, does it not, only to an extent because some of it 
csecoming. In? 

Q TH™ CHAIRMAN: Existing oonditions keep it out, as I under- 
stand it, having that in mind, that first competitor being 
dealt with, the one near at hand?’ 

A That 2s right. 

Q And disposed of satisfactorily to Turner Valley, as I 
appreciate the position, we would gst you then consider- 
ing "ell, how far east can we go, because if we start 


going too far east we will bump into anothsr competitor"? 


C4 
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A Shots rieht, airs 
wiRe DOLAN : | So we went down the track, 
right down the track Hast. 

THi CHATHGAN: Yes, as far as you could 
go ané met another opponent? 

A Yes. 

Q Now you say that Turner Valley is not considered, I mean 
that Montana is not considered in this and that seems to 
me wrong, because we start with Montana and we first deal 
with it and on that price it keeps Liontana out and we 
then proceed to determine how far we can go Hast with 
safety. 

MRe NOLAN: Of course it is not to be 
forgotten but iontana is not out. If Montana is shipping 
in refined products to this country, chat is competition 
from Montana,crude, is it not? 

A That is right, sir. 

THE CHALKMAN: Oh yes. 
wR. NOLAN: we have to think about that, 
sir. 

Q THE CHalka.AN: But the immediate question, 


there comes of course a question whether or not, I mean we 
have to think about that, just as we may have to think, and 
should think, that Montana tomorrow may, for reasons best 
known to themselves, drop their price again but I mean 
unde existing conditions, is all I am talking about---- 
Re NOLAN: But I understand there are 
Ree FeO upon thousanas of gallons of refined products 


of siontana crude coming into alberta and if the refineries 


in Montana ere working, as we are lead to believe they are, 


J -MoGrath 
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14 
and that a certain propertion of their production fron 
the refinery is coming into this country, not as crude 
but as gasoline+--~ 
WRe FRAWLUY: Yes, that is true. Now 
where do you go from there. 
MR. NOLAN: I say that Miontana is still 


threatening this market in’ the form of the refined pro- 


ducts. 

bRe FRAvVL oY: Oh no. 

MR. NOLAN: Well is it, Mr. tieGrath? 
A Yes, these calculations, I night answer your question 


there are hiontana products coming in here, into this 
country, that is a fact. 
Q MRe FRAWLEY: But it is only threatening 
the Southern fringe, being the part of the Province which 
you cannot profitably serve at ¢1.30? 
A I do not know how far it is coming in but this figure, this 
figure is disregarding Illinois crude altogether, or I mean 
Montana crude altogether, it is assuming that it is just 
competing with Illinois crude and those are the changes 
which I have given you but.I say this that supposing that 
the £1.30 is the true price in competition with ‘iontana 
crude, then the minute you go about .1.30---- 


-) WR. FRAWLEY: That is precisely as I under- 


stood it? 
A Then pontena cofies into the picture. 
QQ AB soon as you go about 41-20? 
A Yese | 


MR. NOLAN: But not below? 


Q WR. FRAWLEY: No, I was only concerned about 
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g0ing down to ¢1.15 ana seeing what the benefit is to 

the Turner Valley producers by going down to $1.15? 

Yes. 

The benefit, if any, in greater volume? 

Yas. 

And you told us he could get 270 barrels more a day? 

Yes, as against Illinois. 

But we have disposed of Montana when we abate with &1.30, 
have we not? 

No, tiontana is still coming in, sir. 

Well now you keep saying “hontana is coming in", I would 
like to dispose of that once and for all if we can? 

Yes. 

Montana gasoline is only coming in competitively in that 
Southern fringe, is it nov? 

IT do not know where it is going to. 

MR. NOLAN: What does the Texas Company 
sell in Calgary? 

wR. FRAWLHY: Don't let us worry about them, 
that is a separate picture and you will know soon all about 
that picture. For purposes of my own, I am not bothering 
about that company, we will hear all about the Texas Company, 
you cannot keep that Corporation out if they want to come in, 
Gan you, lir. McGrath, if they want to come in, regardless of 


what they are doing at the end of the year, they will keep 
coming in, will they not? 


I do not know. 
Tt is pretty difficult to keep out a company like that, is 


4t not, so that is all I mean when I, probably for the sake 
of explaining it or simplifying it, I eliminate the Texas 


Company, I am only eliminating it for the purposes of this 


discussion? 
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Yes. 

If you eliminate the Texas Company, we have no Montana 
gasoline coming into this Beovinee except in the Southe 
ero fringe, is that not right? - 

Well I do not know where it is coming in. 

Chat being so----+ 

= cannot accept that. 

that being so, we start with the fact that the $1.30 keeps 
out Cutbank? 


TH CHA Thal; If that be so. 
MRe FRAWLLY: Yes, if that be so. 
MR. NOLAN : Well are the refineries in 


Bouthern Saskatchewan refining Montana crude exclusively 
now or are they not? 

MRe FRAWLEY: No, Turner Valley crude ex- 
clusively, that is what our information is. : 
MR. NOLAN: : I thougnt the independent re- 
fineries in Southern Saskatchewan were getting hontana 
crude. 

WwRe FRAWLEY: No, one man at Bishopric is 
taking Kevin-Sunburst for some purpose known to himself. He 
can do better with it for the residuum. 

WR. FRAWLEY: Now let us assume that for 

the moment, and let us get on with our discussion, I thought 
thet our starting place was y1l.d0 which kept out iiontam? 


Yes, that is right. 
THE CHAITRuAN: I certainly had that impres~ 


Sion. 
MR. NOLAN: That is right and every time 


we go down in our posted field price in Turner Valley we 


still keep out Montana crude do we not? 


More sO. 
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Nore and more? 

Yes. 

Jf we keep it out at $1.30, surely we are going to keep 
it out at ¢1.25? 

Yese 

But you say if you go to £1.35 or %1.40---- 

That is right. 

Then what? 

Then you encourage the orude to come in to displace Turner 


Valley crude and possibly lose the big market in Saskatchewan. 


MRe NOLAN: I think we are all agreed about 
that. 
TH CHATHD.AW: Yes, but Mr. Nolan, amd let me 


see if I am right in my understanding of this, I started off 
with the understanding that $1.30 would keep out hontana 


crude at (1.00. 


MRe NOLAN: ‘¢ Yes. 

THE CHAIRMAN: that is right. 

wWITNES&: Yes. 

THE CHAIRMAN: And that having kept wiontana 


out with this 41-80 price, we considered how far ast we 
would go, could go, and keep out Illinois at this same (1.0, 
which has served to eliminate iJontana, then if we lowered 
our price still more, it would seem to follow that we would 
just as easily keep out siontana as when it was higher. 

iuRe NOLAN: If it will do the job at $1.20 
4t+ should do it at »1-c0. 


WITNESS: Yes. 
THE CHA TRAN: Quite s0, and so J say we can- 


not say we have disregarded ivontana because we have already 


regarded it very carefully and having got a certain distance 
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East in opposition to Illinois oil, the question then arises 
how much will it pay the producers to drop still more in 


order to go still further Bast. 


ilRe NOLAN: Yes. 
WITNESS; Further then 51.15, sir. 
THR CHAIRMAN: Yes, and so I put it to the 


witness, if 41.30 served to keep out iiontana crude and go 

a certain distance, then, if the producer would take $1.15 

on Mir. McGrath's figure, he would get 270 barrels more per 
day, and so, that is right that far? 

Theat is right, sir, that is right. 

And so the producer would have to consider, he is still ae 
ing Montana out, as to whether it was worth while to hin, 

for 270 barrels a day, to drop 15 cents a barrel on the total 
products sold, that is as far as against Illinois is con- 
cerned. would it not also have the effect of shutting out 
gome competition into Alberta from liontana, by reducing the 
price. All the witnesses who purported to know, have sug- 
gested to us that, outside of a company that I gather fron 
Mire Frawley will be shown to be operating at a loss, there 


4s no serious competition from hiontana except in the Southern 
fringe of this Province? 


Yes. 
(Go to number 8205) 
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. McGrath 


So When we are talking about wider markets all the time 

the fact is, if I am understanding this aright, you may 

gest wider markets at too great a cost?. 

Pat. IsU Tight , 

From the standpoint of the producer? 

There iS no question about Le 

The producer is entitled to be considered? 

Yes, that is right. .There is. no @bestion about that at all. 
MR. COMMISSIONER LIPSaTT: Just follow that up a little. 
Did you say that this price if reduced to “1.15 would give 
you 270 barrels a day more? 

Yes. 

Does that mean you have got to take 15¢ off your entire 
Turner Valley production? 

Using the theory of one price, yes sir. 

On a through-but 6,000,000 barrels a year, does that mean 
that every producer in Turner Valley has to sacrifice 
$950,000.00 in order to get an extra 270 barrels a day 
through the Regina refinery? 

That is axagtly- what it means, sir, that is, dealing with 
Tilinois: only. 

Mage Re ILE YS ULE 

MIACOY YM TSOSIONSR LLPS sire Would it not be cheaper 

to keep their present price and give that 270 barrels a day up? 
Yes, it would. 

A lot cheaper? 


Yes, it would be. 


THI CHATRMAN: It is important to explore 


this, ‘%e hear so much about wider markets and their great 


advantage 
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A Yes’, 

MR. COMMISSICN™R LIPSTTtT: Ar3 you really serious, 
Mr. McGrath, that that penalty would have to be paid by 
the producers of “950,000.00 a year in order to get 

270 barrels a day extra crude sent east? 

A Yes 
THE CHATRMAN: That is \just exactly 
what it works out at. 

A Ves. .On the other hand iaiwiee yo EM SS SUNS ieee ae oe AO) Os 
DLS 6.0) COTS to Chis: dows over de a ee, but J:.am saying 
if Montana crude could be obtained at somethins less than 
that they would have to take that in order to protect 
their market. 
MR. Pa TILEY: That is where the marketing 
board would be necessary if the idea is worth anything 
Sina bl, 

2 M?. COMMI’:SIONSR LIPS&TT: How many barrels would 


270 barrels a day work out to ina year? 


A Roughly, about 100,000 barredeta year. 


Q TH CHAIRMAN: You.eet:. 100, 000 barrels 
a year more + sold at a cost to the vroducers of *950,000.00? 
A Yes. 
Q Mas Pah LEY: Now, if there ars no more 
questions to ask, Mr. MCGRAW aleiereye 
A MR. PLOTKINS: IT want to ask a few now. 


A Yes, Mr. Flotkins. 


& 


That does not apply to British American operations? 
THE CHAIRMAN: | May I ask, befor? you start 
on that, if I may be permitted to interrupt you, 


Mr. Frawley, was there something that you and 


Mr: Cétti[e and Mrs MeGrath "have been discussing with 


4 

J. McGrath -8207- 
Mr. Nolan, of course, concerning statements that you 
want 24 to file toni-ht for any reason? 
Be ake TL ay f Yes. 
TH CHAIRMAN; Because Mr. Plotkins may 
not finish before the adjournment, and if you want to file 
them you can put them in now. 
Me, PAA TY: I am hanpy to say we have 
made an arrangement. Mr. McGrath will not go on with 
manufacturing costs until Monday. 
THE OMATRMAN ; Very good. 

Q Mie TLOTKING: : The pictures that we have 
just painted appliss strictly to Imperial Oil operations? 

A phew 26 Tight, Mr. Plotkins. 

Q Do you know whether that would also apnly to Rritish- 
American? 

A T do not know anything about the S8ritish-American, 
Mr. Pa oukins 

9 You co know that they are not situatzd exactly like you. 
They haven't a refinery in Sarnia., They are nov now ship- 
ming in Tilinois ¢ride: 

A I do not know what they are shipping in. fe 
MR... TRATLEY: They are Shipring in 
mast Texas crude. 
MR. NOLAN: They are shipping 16 in 
by boat. 
MR. PLOTKINS: Tnto the Manitoba area? 
WO. PRACULEY: Gasoline also comes by 
boat up the Lake. 

Q WO. PLOTEIN Does trat stop the Anglo- 


Canadian from going into that territory with the same 
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. Me Grath 


I do not know anything aboui An-lo-Canadian. “That dy) ai 
talking about ars our own operations. 

I am pointing that out, we want both sides of the picture. 
MR. PRAYVLEY: Y28 certainly should know 
all about these other companies. 

MR. PROTRINS + if thers» were:a number 

like Anglo-Canadian, you might not have an onvortunity 
Vororing “in Lllinois crude, in other words® if thered 

was enough competition from local refineries like the 
Anglo-Canadian that happen to be interested only in 
Turner Valley and that have some crude they want to 
dispose of, and are not concerned with what is going on in 
Tilinois..or anywhere else. They are: ,oing@iinvo thab sterri- 
tory with refined products made from Turner Valley crude, 


If there were a few like them they wou d displace some of your 


markets you are now filling with Turner Valley crude. 


TH: CHATRMAN : With Illinois, do you mean, 
Me, Plotkins? Withebblineis seride, yedy © 
TH? CHAITMAN: You said Turner Valley 


(Page 8209 follows.) 
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Q [am sorry. At the present you are serving a certain 
area with Ifllinois crude? 

A awa Yon: 
They are also serving some of these customers you are 
now serving Illinois crude to, they are serving it with 
Turner Valley crude? 

A Helv, +t. d0 net know. 


weil, I know: 


THe CHATRMAN: The witness does not know. 
Pre FRAWLEY * Ask him to assume it. 
THE CH:.IRMsN: assuming with Mr. Plotkins 


anglo-Canadian----- 
A] MR. SLOTRING : Do you know that Anglo-Canadian 
has a refinery at Brandon? 


A You told me that, yes. 


Q I 6m surprised you do not keep better informed. We will 
assume there is a refinery at Brandon and the Anglo- 
Canadian owns it? 

o Yes. 

Q and it is processing Turner Valley crude at the present 


time. Ye have heard in evidence here that anglo- 
Canadian has tripled, possibly better, its operations 
at Brandon? 


qa 


I apa Gado ae Have we? I do not remember it. 
MR. “LOTKITS: They read a telegram and 
weheard a statement from the company. 

mR, FRAWLEY: Thatreis one lweyvot trip line 
your operations to read a telegram. There is certainly 
evidence to indicate the anglo-Canadian operation at 


Brandon will be much, much larger this year than it was 
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last year. 

MR. NOLAN: There is evidence they 
are enlarging the plant at Brandon. 

THE CHAIRMAN: Was not there evidence of 
quantity, Mr. Nolan? 

MR. FRAWIEY: Yes, about 2500 barrels a 
day, which is a pretty good-sized operation. 

MR. PLOTKINS: Assuming that they are 
Shipping in, not 2500, because I do not believe that is 
quite the picture, but at 1,000 barrels a day, from what 
information I can gather, is about right, we will assume 
they are shipping in 1,000 barrels to their Brandon 
refinery. You know where Brandon is located? 

Yes, I have passed through there. 

You know the logical market from Brandon would be in this 
territory you are now talking about, this Illinois 
territory, under present conditions? 

No, I do not think----well, I do not know my geography. 
Wait, Mr. Plotkins, I have a map here. I would say that 
Brandon is in the Regina area. I would say, Mr. Plotkins, 
that Brandon is in the Regina area. 

Yes, itis in the, Reginayaerea? 

Yes. 

But when they ship east, when the Brandon refinery of 
Anglo-Canadian ship east, it is in competition with your 
refined products either from the, Regina refinery, or from 
your Sarnia refinery, processing Illinois crude? 

That is right. 

S39 that if they inereased their operations and we will 
assume they have increased from the information we have, 


and we will also assume they are penetrating the Winnipeg 
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territory, and we have evidence to that effect, but 
we will assume it for the purposes of this discussion, 
that means they are penetrating that market you have 
abandoned insofar as Turner Valley is coneerned, is that 
not correct? 

A Fe-OO: NG know. 

That is a fact on these assumptions? 

A I do not know where they ship. I do not know whether they 
confine their operations to the east side or the west side 
of that line. | 

Q Is there anything to stop the Brandon refinery from 
processing Turner Valley crude under present conditions, 
or enlarging their trade into the territory you are 
unable to ship with Turner Valley crude? 

A From Regina? 

Q Yes. Is there any economic reason stopping them from 
penetrating into that territory? 

4 Not in the Regina territory, no. 

In the Winnipeg territory, or in part of that territory 
you now supply with Illinois crude? 

A I do not know, Mr. Plotkins. 

But you know the freight rates. You know the economic 
factors because you are the one who draws these lines? 

A That is drawn on the Imperial operations. I do not know 


anything about Anglo-Canadian. I do not know anything 
about that, and you cannot expect me to discuss that. 
THE CHAIRMAN: The witness says he only 
knows about his own business. He know nothing 

about theirs. He cannot say how far 4nglo-Canadian can 


enter. 


A Yes. I am talking about the Imperial operations. 
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THE CHAIRMAN: He does not know anything 
about the cost of doing business. 

MR. PLOTKINS: Did you say the cost of 
doing business? 

THE CHATRMAN: Yes, the operating costs 
and capital costs and everything else that is taken into 
account. He says "I de not know their financial picture 
at all. I do mt know how far they could economically 
gO in penetrating the field now occupied by Illinois and 
the Imperial operations. In short, this witness is 
very careful and I think we are wasting a lot of time 
trying to take him beyond that. I say that to you not 
particularly, Mr. Plotkins, but he is very careful to 
limit himself to the Imperial operations. He says that 
is what he knows about and that is what he is prepared to 
speak about. As for the rest, we just go on asking him 
to make assumptions, and unless somebody sometime is 
going to prove these assumptions then the time used in 
getting answers based upon the assumptions is valueless. 
He just does not know. That is his position. 

MR. PLOTKINS: Are we going to be able 

to have the Anglo-Canadian here? 

THE CHAIRMAN: I think that is a very 
pertinent observation. Of course, it. ts very ditiieulT. 
Mr. Plotkins. These things arise of always getting the 
witnesses in their proper order so that everything is 
proven-In due course I have no doubt Mr. Frawley will 


attend to that. 
MR. FRAWLEY: . Yes, I think we should bring 


J. MeGrath. coe 


Mr. Christian, who is the refiner at Brandon, for the 
anglo-Canadian Company, and get him to put that operation 
in its proper perspective in this whole Inquiry. 

THE CHAIRMAN: Yes. You see, with a long 
Inquiry like this, and I mention it now because it is 
present in my mind and arises out of this examination 

we have had, where we have to examine witnesses on 
assumptions it is scarcely humanly possible to remember, 
going back over weeks and months, what all assumptions 
we have made, and it is a difficult matter of being able 
to prove everything that is assumed. But mee the 
Commission comes to make a report they will find that 
all that evidence will have to be disearded from their 
Mindsit iteis not proved. DO, this 2s notiateritieism, 
I see the difficulties, so we must strive to get our 
foundations laid rather than make assumptions, to the 
extent that it is practicable toido it. "That ispally 

MR. FRAWLEY: It is even possible we may 
have to spend some time later on reviewing these assump- 
tions and perhaps do some filling in. 

THE CHAIRMAN: Surely. Unquestionably 

if an assumption is not established when we come to 
finally review it, we will discard it. ve will discard 
any answer based on an assumption that has not been 
proven to be a fact. If that lamentable state of affarrs 
should arise, we will have taken a vast amount of time 
to no purpose. I am not lecturing. i can see the 
difficulties. as something arises in the course of a 


witness’ examination and it can only be dealt with that 


way. 
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A Speaking about assumptions, I was going to refer to the 
other day where Mr. Frawley had me assume certain the nee 
and said the price of crude would go down 214 cents. 

Q MR. FRAWLEY: $1.16. 

That was purely an assumption on your part and yet I was 
quoted as being a party to it. And it was really an 
assumption, 

TH CHAIRMAN: After all, the Reporters 


are doing their best and sometimes you may be mis- 


reported? 

A I see a lot of producers back there and I am just protecting 
myself. 

Q Reporters too are fallible and will ae mistakes. 
MR. FRAWLEY: You let me know and I will 


give you a police escort. 

A I do not think I need that, Mr. Frawley. 
THE CHAIRMAN: Well, all right, Mr. Frawley. 
MR. FRAWLEY: lL think thet is al h. 
Mr. Plotkins has finished. It was understood or we 
thought at noon that you were to go into the question 


of manufacturing costs. But we will excuse you until 


Monday. 
A Thank you very much. 
Q MR. COMMISSIONER LIPSETT: Mr. McGrath, to ask you one 


more question. Can you give us the throughput or capacity 
of the Regina refinery? 


A Yes, Sar. 


£s 


That its capacity is? < 


Yes. 
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When you are giving tmt other evidence? 
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Yes, I will get that information for you. 

MR. NOLAN: | I am not quite sure what 
we are to get. The throughput of the regina refinery 

for the year 1938? 

MR. COMMISSIONER LIPSET?T: Yes, what they actually did 


in 1938 and secondly, the capacity of the plant. 


MR. NOLAN: Ch, the capacity of the 
refinery? 

MR. COM'ISSICNER LIPSET?: Yes, both. 

THE CHAIRMAN: Is that all from bhi. McGrath 
to-night? 

MR. FRAWLEY: Yeo, that 2s Ali thanks, 


Now, we have two alternatives, Nr. Chairman, to put Mr. 
Plotkins on for the few minutes that remain. I have 
decided to allow Mr. Plotkins to finish his subnission 
or his evidence as a witness on the matter of the 
valuation of crude. He tells me he may take most of 
to-morrow to do that. He told us he had not finished 
and I understood that at the time. That will take us 
then to-morrow and I hope that Mr. .lotkins can finish 
and he will, I am sure, if he can. That will leave us 
free to go on on Monday with Mr. McGrath on his 
manufacturing costs. So it is a question of whether it 
is worth while going on with Mr. “lotkins to-night. 

THE CHAIRMAN: I gather Mr. Plotkins 


would prefer to start to-morrow morning? 


MR. FRawLbYy: Yes, he would. 
MR. PLCTKINS: Yes. | 
THE CHAIRMAN: Since that is his preference, 


I do not think we will insist for ten minutes. 


(At this stage the Hearing was adjourned until 10:30 a. M. 


4st dune, 1939.) 
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